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PREFACE 


W HEN I decided^ at the suggestion of Mr. Geoflfrey Keynes^ 
to undertake the task of writing a Life of his brother* 
John Maynard, I was fully conscious of the serious 
difficulties with which I should be confronted. Maynard Keynes 
made contributions to the theory of economics which have h^d 
great influence, and was playing an important part in public 
affairs during the period immediately before his death. In regard 
to both these activities it may be said that the time has not yet 
come when we can form a final estimate; we need a longer 
perspective. This objection to an early Life is certainly a weighty 
one. There appeared to me to be coixsiderations which out¬ 
weighed it. 

Keynes’ contributions to the theory of economics tended to be 
closely related to his practical proposals, and these in turn were 
also influenced by his general philosophy. An understanding of 
the background of his thought is indispensable for a correct inter¬ 
pretation of his conclusions. Furthermore, I venture to think 
that those who come after will be interested in Keynes, not only 
on account of his teachings and influence, but also for what he 
was in himself. If I am right in supposing that he was one of the 
greatest Englishmen of his age, then it is expedient that an attempt 
should be made to bring together all the varied aspects of his 
character and interests into a single biography. 

Once that is granted, it follows that there is some need for 
haste. There are relevant matters of which there is no published 
record. Many of those who knew Keynes well in his early days 
may have passed from the scene in ten or twenty years from now. 
If I have made mistakes of emphasis in regard to economic theory 
or historical events, tlirough lack of sufficient perspective, these 
can be corrected by future students. My task has been to save 
them from mistakes, which there would later be no one to correct. 
I cannot conceive how a future student, however conscientious 
and able, who had had first-hand knowledge neither of Keynes 
nor of the intellectual circles which formed his environment, 
couid fail to fall into grievous errors of interpretation. It is my 
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hope that at least some of these may be rendered impossible by 
this book. 

An objection of a more trivial kind which occurred to me was 
the fact that I am an Oxford man. There are in Cambridge 
economists of high standing who were naturally in closer contact 
with Keynes than I. There is something to be said for the relative 
detachment of an Oxford observer; his attention is inevitably 
struck by certain features in the Cambridge scene, good or bad, 
which a Cambridge man would overlook because he took them 
for granted. In further extenuation I would add that I spent a 
term in Cambridge studying under Keynes, that I have main¬ 
tained fairly regular contact since, and that I am conscious of 
owing much to Cambridge. Oxford has its own glories and 
precious qualities which are unique; on the purely intellectual 
plane I tended in my early years to feel a closer affinity with 
Cambridge. 

One of my senior colleagues recently remarked to me that he 
supposed that my book would be in the nature of an encomium. 
Throughout my labours, I have set it steadily before me as my 
objective, to present all materials which would enable the reader 
to form a balanced judgment. In one respect I rest comfortably 
in the confidence that my book contains too little, not too much, 
praise. In a man of genius, of intense individuality, alive in every 
pore, there is a vital spirit which no biography can portray. If 
any reader is impressed by my representation, I can assure him 
that he would have been much more impressed by the man 
himself. No words can recapture the living essence. 

In regard to his faults, I am not conscious of any suppression. 
Criticisms have been made by the malicious or ill-informed which 
have no foundation in fact. At various points in the pages that 
follow I have drawn attention to failings, and I believe that in one 
passage or another I have made reference to all that are well 
authenticated. 

One cause of embarrassment has been the necessity to refer to, 
and even to give character sketches of, living persons. In so far 
as their qualities affected Keynes, they are part of his story. My 
observations on living people have been made without their 
permission; any other course would have made my task im¬ 
possible. I would ask the reader to remember that when some 
character walks across these pages, I have only referred to qualities 
or actions which in some way influenced Keynes; these may have 
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basn governed by the peculiar conditions of tlie incidents which 
brought them into contact with one another, and may have been 
quite uncharacteristic or unimportant in relation to the life of the 
individual in question considered as a whole. 

I hope that I have not done damage to any reputation I 
Only in regard to one case have I any uneasiness. By a chapter 
of accidents a distinguished American came into sharp conflict 
with Keynes in the final phase and played a part which is bound 
to appear unsympathetic to the reader. It would be impertinent 
and beyond my competence to attempt an assessment of his 
career as a whole; I will only say that to the best of my knowledge 
he is a man of most distinguished gifts, who has served his country 
notably and may yet render still greater service. Despite their 
difference, Keynes continued to think well of him and to wish 
him well. 

Reference to the living has also involved me in a stylistic 
embarrassment: I have chosen to use the past tense, on the 
ground that I am only concerned with the attributes of people as 
they were during Keynes’ life and as they affected him. Their 
survival, however welcome, is irrelevant to my story. Thus if the 
reader finds the words “ X was a clever man ”, he must not infer 
cither that X is dead or that he has, in my judgment, ceased to be 
clever! 

Another colleague expressed astonishment when I told him 
that I had written more than a third of the book and was in fact 
dealing with the year 1919. “I should have thought that that 
would have been your first chapter,” he replied; “ no one had 
heard of Keynes before 1919.” In fact Keynes did work of no 
little importance before that year. I confess, however, that I have 
been at pains to dwell at some length on the formative period, 
for it is precisely here that materials can be provided which will 
be inaccessible to the future historian. Early influences remained 
of great importance throughout Keynes’ life. 

Many of those who worked with him — not his intimate 
personal friends — have informed me that they detected what 
they deemed an improvement in his character, a progress from a 
sharply critical and intolerant attitude to greater mellowness. 
No doubt there was such a development. It is perhaps natural 
for a man of great powers to enter upon life with ardent enthusiasm 
and intolerance of the follies of his contemporaries and a certain 
measure of arrogance, and to become in due course less self- 
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opinionated and more comprehending. The first set of attributes 
enables him to make a place for himself in the world, and the 
second to use it wisely* Yet the early phase may be as essential a 
part of the nature of the whole man as the later, and may be quite 
as creditable. Virtues are relative to the environment; in one’s 
youth it may be right to be intransigent in the advocacy of one’s 
own beliefs. I confess to retaining a certain aifection for the early 
Keynes; I suppose that when I first knew him, he may be 
reckoned to have been in the later part of his early phase. His 
passionate espousal of good causes, his fierce and obliterating 
contempts, his supreme confidence in the powers of his own 
reasoning — I see all these as splendid attributes in the young 
knight-errant; I would not have wished him otherwise. If we 
are to understand him as a whole — and this applies to his char¬ 
acter as well as to his economic doctrines — w^e must not view 
him at one point of time, but as evolving throughout his life, not 
replacing imperfection by perfection, but adapting himself to the 
successive functions he had to fulfil. T hope that the reader will 
feel that I have been justified in dwelling at some length on the 
earlier phases. 

In expressing my debts of gratitude, which are many and 
weighty, it is more than usually necessary to give a w^arning that 
none of those whom I shall mention as having helped me are 
responsible for the interpretation or emphasis that 1 have given. 
In covering a vast field, partly undocumented, I have had to 
rely much upon my own judgment, not only in regard to Keynes 
himself, but also in regard to those whose careers affected his. I 
have sought out the best authorities and endeavoured to follow 
them; I have not at every point been able to do so. Intensive 
and continued study of his published work and of his vast collec¬ 
tion of papers — he was something of a hoarder — has given 
me the sense that I do for the moment know more about his mind 
than anyone else. In the interpretation of his motives on a par¬ 
ticular occasion, I have sought to bring to bear all my collateral 
knowledge, and it has sometimes happened that I have felt com¬ 
pelled to prefer my judgment to that of one who had more direct 
knowledge of the occasion in question. 

First and foremost, thanks must be rendered to his mother, 
Mrs. Keynes, not only for her tireless efforts to assist me in my 
labours, but also for her lifelong zeal in preserving letters and other 
papers relating to her son’s career. The newspaper cuttings, which 
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she pasted in, occupy 34 large volumes* She has allowed me to me 
the great mass of letters written by her son to herself and to her 
husband, the late Dr* J, N. Keynes* She has been through this 
book, first in typescript, then in galley proof, and made many 
corrections on small points of fact and helpful suggestions* Now 
in her ninetieth year, she has retained a memory of youthful fresh^^ 
ness and a wise judgment. In those few cases where she has 
wished for a change of emphasis, she has always willingly left the 
matter to my final decision. It may be surmised that these fine 
qualities, which have proved so invaluable to the biographer, also 
played their part in encouraging and helping her son in his career, 
which she always followed with an intelligent interest. 

Lady Keynes, Maynard’s widow, has been kindness itself* 
She has allowed me to use her drawing-room as my workshop, she 
has given me access to all papers, she has helped me in a number 
of' other material ways, and often given me good cheer on my 
progress by words of encouragement. It should be recorded, 
however, that I have not had her assistance in the actual composi¬ 
tion of the narrative which follows; statements relating to the 
Russian Ballet, or to the many other matters of which she had 
cognisant e, do not have the benefit of her confirmation. 

Mr. Geoffrey Keynes (brother) has given me access to all 
materials and helped in every possible way, and he and Mrs. A. V. 
Hill (sister) have read through the galley proofs. 

These have also been read by Mr. R. F. Kahn. He is a high 
authority on the development of Keynes’ thought on economics 
during the crucicil peiiod from 1929 to 1939. It was a great 
source of comfort to me to have my account subjected to his 
careful scrutiny, and I am grateful for a number of valuable 
suggestions. It must not be inferred that he would endorse my 
distribution of emphasis in the work as a whole. 

For the sake of economy in what has been a very laborious 
task, I have, on occasions when I had documentary evidence or 
first-hand knowledge, omitted to consult certain prime author¬ 
ities. In the field of pure economic doctrine another principle has 
also been at work. Keynes’ views have for many years constituted 
an important part of my mental life, and I have discussed them 
over and over again with many experts. I accordingly judged 
that the best result would be achiev^ in a biography, which has 
to be very selective in its treatment of pure theory, if I put on 
paper my mature views without a fresh round of discussion. It is 



X JOHN MAYNAUD KEYNE? 

proper therefore that I should supplement my record of direct 
indehtedness by mentioning certain high authorities, whom I 
have not used as sources in chief in writing this Life (although 
some of them have helped me on ancillary matters), but with 
whom I have had discussions in earlier years — for the develop¬ 
ment of Keynes’ economic thought in the ’twenties, Professor 
D- H. Robertson, for the ’thirties Mrs. (Joan) Robinson, 
Mr. P. Sratfa, Professor E< A. G. Robinson and Professor 
J. E, Meade. 

Next I must express my thanks to Mr. Duncan Grant and 
Mr. and Mrs. Clive Bell. I have spent more than one week-end 
in their house, gossiping about times past and reviving old 
memories. This was a part of my work which I enjoyed most. 
They have supplied valuable information and corrected my 
thoughts when they went astray. In this connection, however, I 
should mention that I have not relied primarily on these visits, or 
indeed upon any recent talks with Keynes’ ^‘Bloomsbury” friends, 
for the impressions which I have put on paper. By good luck, 
through certain Oxford friends, and quite independently of Keyne^s, 
I was brought into touch with a number of members of the 
“ Bloomsbury ” circle when I was a young man in the ’twenties. 
They made a sharp and indelible impression on my mind. This 
section of my book has something of the character of an auto¬ 
biography, being an attempt to give form to the impressions which 
I received twenty-five years ago. My account is certainly a 
fragmentary and imperfect one, but it is first-hand. I have, 
however, been helped by having been allowed to read the large 
two-way correspondence between Keynes and Mr. Duncan Grant 
and Mrs. Bell. 

To Mr. James Strachey I am grateful for permitting me to 
see and use letters which passed between his brother, Lytton 
Strachey, and Keynes, and for helping me in a number of 
ways. Keynes, Mr. James Strachey and I agreed at least on one 
point — our profound admiration for Lytton Strachey. Posterity 
will be able to judge one side of his genius from his written works. 
There was also another side — a certain quality, highly individual, 
exciting, strangely compelling, yet elusive, which was manifested 
in conversation with his friends. This quality, which created a 
great impression at the time, will probably never be conveyed to 
fiiture generations — unless we have some yet unknown writer of 
genius among us. My own task has been limited to putting down 
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to the best of my ability what seemed relevant to Keynes’ great 
fiicndship with hijn. Mr. James Strachey has helped me in many 
ways, but is by no means responsible for what I have said about 
his brother. 

Next I must thank Pretfessor Lionel Robbins, who has read 
through the last four chapters and been good enough to write 
out many pages of detailed comments upon them and to spend 
many hours with me discussing these matters. I owe a great deal 
to him. I must also thank Lord Brand and Mr. Frank Lee, who 
have read through these four chapters and helped me with their 
observations. I had the privilege of an interview with Field- 
Marshal the Rt. Hon. J. G. Smuts, who has subsequently read 
through Chapters VII and VIII and given me the benefit of his 
views upon them. Mr. Richard Braithwaitc saw the first version 
of my two sections on Probability and saved me from a number of 
mistakes — he may still think that my final version contains some! 
Mr. John Ryan has read through Chapter X, section 2 (on the 
Cotton Industry). 

I must express thanks to Mr. J. R. Sargent (Christ Church), 
who has made laborious statistical calculations for me in connec¬ 
tion with the French estimates on damage in the First World 
War and with Post-War Credits. 

I am grateful to the Provost and Fellows of King’s College for 
bearing with me on frequent visits and for many other kindnesses. 
Perhaps I should here mention the greatest kindness of all: when 
I came as a stranger from Oxford in 1922, Sir John Sheppard, not 
yet Provost, and the other Fellows welcomed me and made me 
feci completely at home in my new surroundings. But for the 
quite unusual warmth of their hospitality, I might have failed to 
maintain my continuing connection with King’s, and this book 
might never have been written. 

I am grateful to tlie Treasury for having allowed me to inspect 
the official records of Lord Keynes’ work in the department, and 
to publish certain extracts from them, and for the promptness with 
which it has tended to ray needs. It has, however, no respon¬ 
sibility for, and would not necessarily endorse, the conclusions 
which I have drawn from the study of these papers. 

I am grateful also to the Rockefeller Foundation for having 
provided me with a timely supply of dollars, thus enabling me to 
make a longer stay in the United States than would otherwise 
have been possible. Had it not been for this generosity I should 
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inevitably have been much less well equipped to write the four 
concluding chapters of this book. 

Many otheis have helped me. It would make an excellent 
“ parlour game ” to place the names of those I wish to thank in 
their true order of merit. Some have borne with me through 
several interviews, some have written notes for my guidance. The 
quality of the testimony given would have to be balanced against 
its quantity. I have included the name of one with whom I only 
had talk for a few minutes; her evidence was so crisp and lucid 
that it enabled me to make up my mind about a point on which 
I had long been in doubt, and on which many witnesses had given 
Conflicting testimony. It seems belter to arrange the names in 
alphabetical order and express my heartfelt thanks to the following; 

Professor F. E. Adcock, Sir John Anderson, Mrs. Bagenal, 
Mr. T. Balston, Mr. Cyril Beaumont, Professor Sir J. D. Beazley, 
Lady Violet Bonham-Carter, Mrs. Harold Bowen, Madame 
Bussy, Mr. Arthur Cole, Messrs. Angus and Douglas Davidson, 
Mr. R. H. Dundas, Mr. O. T. Falk, Mr. C. R. Fay. Mr. David 
Garnett, Miss Mary Glasgow, Mr. G. W. Guillebaud, Lord 
Halifax, Mr. W. H. Haslam, Professor R. G. Hawtrey, Professor 
Agnes Headiam-Morlcy, Sir Hubert and Lady Henderson, 
Mr. Norman Higgins, Sir Arthur Hobhouse, Mr. W. H. Hope- 
Jones, Sir Richard Hopkins, Lord Layton, Mr. S. G. Lubbock, 
Mr. and Mrs. Desmond MacCarthy, Sir Andrew MacFadyean, 
Mr. A. Mackworth-Young, the Revd. Basil Maine, the late 
Sir Henry Marten, Mr. Kingsley Martin, Mr. J. G. Maslerman, 
Profcs.sor H. O. Meredith, Mr. M. Montagu-Nathan, Mr. A. N. L. 
Munby, Sir Otto Niemeyer, Mr. W. M. Page, Mr. Alwyn Parker, 
Lord Perth, Professor A. C. Pigou, Dr. J. Plesch, Professor D. H. 
Robertson, Professor E. A. G. Robinson, Mr. A. Rose, Mr. G. 
Rylands, Mr. F. C. Scott, Sir J. T. Sheppard, Mr. S. Sidney- 
Turner, Field-Marshal J. C. Smuts, Professor W. J. H. Sprott, 
Mr. R. Stone, the Misses Marjorie, Pernel and Philippa Strachey, 
Mr. B. W. Swithinbank, Mr. G. M. Trevelyan, Mr. R. Trouton, 
Sir David Waley, Mr. Dudley Ward, Professor Geoffrey Webb, 
Sir Charles Webster, Mr. G. Winthrop Young, Mr. Leonard 
Woolf. And on the American side: Professor J. W. Angell, 
Mr. A. Berle, jun., Mr. E. M. Bernstein, Mr. W. Chatfield- 
Taylor, Mr. W. L Clayton, Mr. Frank Coe, Mr. Ben Cohen, 
Mr. E. G. Ciollado, Mr. Osiar Cox, Mr. Lauchlin Currie, 
Mr. Marriner Eccles, Mr. Herbert Feiss, Justice F. Frankfurter, 



PREFAC3E 


Xii) 

Mr. W. Gardner, Mr. E. A, Ctoldenwdiser, M. Camille Gutt, 
Professor Alvin Hansen, Professor S. E. Harris, Mr. H. Hawkina, 
Mr. Qjicntin Keynes (nephew), Mr. R. C. Lcffingwell, Mr. A. F. 
Luxford, Mr. A. Maffry, Professor D. McCord Wright, Mr. Henry 
Morgenthau, Mr. Norman Ness, Mr. R. Opie (who has to be 
reckoned on this side now), Mr. L. Pasvolsky, Mrs. F. D. Roose« 
velt, Mr. A. Sachs, Mr. W. S. Salant, Mr. Walter Stewart, Professor 
J. Viner, Chief Justice F. M. Vinson, Professor J. H. Williams, 
and Mr. J. H. Willits. 

These arc my living authorities. My documentation has 
mainly consisted of Keynes’ own papers. 1 will forbear to mention 
the large mass of literatuie which I have consulted, with one 
exception, namely, the admirable books on the Russian Ballet by 
Mr. Cyril Beaumont. 

I am grateful to Mr. Geoffrey Winthrop Young for having 
written out for me and allowed me to use a description of Keynes 
when he was a boy at Eton (Ch. i, 3), to Mr. E. A. G. Robinson 
for two extrac ts from his obituary notice of Keynes in the Economic 
Journal (Ch. iv, i and Ch. xi, i), to Colonel Terence Maxwell for 
having allowed me to publish letters by the late Mr. Austen 
Chamberlain (Ch. iv, 3 and Ch. vi, 3), to Mrs. Brooksbank for 
having allowed me to inspect the diary of her brother, Sir Basil 
Blackett, and to publish certain extracts from it (Ch. vi, i), to Sir 
Fiederick Kenyon (for the British Academy), Sir Richard Hopkins 
and Sir Otto Nicmeyer for having allowed me to publish extracts 
from the obituary notice in the Proceedings of the British Academy 
(Ch. vi, i), to Mr. Alwyn Parker for his account of a character 
sketch of Keynes by the late Sir Eyre Crowe (Ch. vi, 3), to Mrs. 
Allyn Young for having dug out an important letter from Keynes 
to her late husband (Ch. viii, i), to the Provost of King’s and 
Mr. Hugh Durnford for the extract ffom the King’s College 
brochure on Keynes (Ch. x, 3), to Mr. Walter Lippmann for 
allowing me to publish a letter by him (Ch. xi, i) and to Professor 
Lionel Robbins for having allowed me to publish extracts from 
his Journal (Ch, xiii. 4). 

I am grateful to Mr. E. M. Bernstein for having given me 
access to the files of the International Monetary Fund, and 
allowed me to spend some days working there; to Mr. Kingsley 
Martin for having allowed me to work for several days at a desk 
in the offices of the Mew Statesman ; to Sir Philip Hendy for having 
supplied me with a list of the works purchased at the Degas sale 
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(1917); to Mr. Geoffrey Crowthcr for letting me inspect the 
Minute Book of the Tuesday Club ; and to Mr. Ralph Partridge 
for the photograph of Lytton Strachey. 

Mr. Dundas, Keynes’ old friend of Eton days, came into 
service and applied his meticulous scrutiny to my galley proofs. 
I am grateful also to Mr. H. Dobell, who volunteered to place his 
exceptional gifts at my disposal at the page-proof stage, Mrs. 
Stephens, who was Keynes’ secretary for twelve years, spent more 
than a year on the heroic task of getting his papers into order 
before I appeared on the scene. She also typed the book, kept 
track of the numerous successive corrections in the various copies 
and performed the same service at the galley-proof stage. I am 
grattiiil to my wife for her continuing encouragement and for 
taking the hardest share in constructing the index. 

R. F. HARROD 


Christ Church, Oxford 
Jww 1950 
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CHAPTER I 


HOME AND ETON 

1 

J OHN MAYNARD KEYNES’ was bom OH 5th June 1883, at 
6 Harvey Road, a solid, roomy Victorian house in a quiet Caiur 
bridge street. His parents, who survived him,- continued to live 
there throughout his sixty-three years. During all his active and, 
at times, tempestuous career in the realms of thought and practical 
affairs, he was able to return to this house, full of fond memories, 
and to his pai'ents, whom he loved. They were loving parents; 
they also had qualities of intellectual eminence and personal dis¬ 
tinction, so that, great man as he was, he did not outgrow them. 
His roots were deep in G Harvey Road, which embodied the stable 
values of the civilisation in which he was bred. 

In 1883 his father, John Neville Keynes, was a young Cam¬ 
bridge don of rising reputation as a lecturer in logic and political 
economy and as an administrator. Life was full of pleasant 
activity and of the promise of good things to come. His gifted 
wife, Florence Ada, was destined to make her own mark in local 
affairs and with her pen, and had tact and sagacity which enabled 
her to be an unfailing support to her son. On 4th February 
1885 Margaret was born, and on 25th March 1887, Geoffrey. 
Here was a happy, latc-Victorian family, living in moderate 
circumstances but solid comfort, the house well staffed with 
domestic servants, the passing days full of activity and the future 
secure. 

In Cambridge, the pulse of life beat strongly. The home of 
ancient traditions, which still flourished, it was a progressive 
place; its pre-eminence in the natural sciences ensured that. The 
social sciences also were gaining recognition. University reforms 
were under way. There was the problem of the relation of the 
University to the Colleges. The provision of lectuies had been 

* Pronounced Canes. 

* Dr. Keynes, his father, died on 15th November 1949, at the age of 97. 

’ B 
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reorganised, the curricula revised. Cambridge was throwing out 
tentacles over the country through her system of extension 
lectures and external examinations; John Neville Keynes was 
at this time assistant secretary to the Syndicate for local examina¬ 
tions and lectures There was the unfolding drama of the 
advent of women to Cambridge and their admission to lectures, 
examinations and other privileges. Henry Sidgwick had been 
the hero in that story; he was also the hero of the Keynes 
family. He seemed to embody many of the virtues of the great 
Victorian age. His resignation of his Fellowship at Trinity on 
grounds of religious doubt had been an important landmark in 
the struggle for the abolition of religious tests at the University. 
His combination of eminence as a philosopher, personal integrity, 
free thinking, and tireless attention to the small details of Univer¬ 
sity reform, made him a typical Victorian of the time; and how 
should he not be dear to the heart of the Keyneses, since Mrs. 
Keynes had been one of the early pupils at Newnham, whose 
inception owed so much to him ? Their attitude towards him was 
almost one of venei*ation. We shall see that Maynard, in his 
adult years, came to hold a somewhat different view — a change 
typical of the transition from the late Victorian outlook to that 
of the t^yentieth century. 

If Cambridge combined a deep-rooted traditionalism with a 
lively progressiveness, so too did England. She was in the strongly 
upward trend of her material development; her overseas trade 
and investment were still expanding; the great pioneers of social 
reform were already making headway in educating public opinion. 
On the basis of her hardly won, but now solidly established, 
prosperity, the position of the British Empire seemed unshakable. 
Reforms would be within a framework of stable and unquestioned 
social values. There was ample elbow-room for experiment 
without danger that the main fabric of our economic well-being 
would be destroyed. It is true that only a minority enjoyed the 
full fruits of this well-being; but the consciences of the leaders of 
thought were not unmindful of the hardships of the poor. There 
was great confidence that, in due course, by careful management, 
their condition would be improved out of recognition. The 
stream of progress would not cease to flow. While the reformers 
were most earnestly bent on their purposes, they held that there 
were certain strict rules and conventions which must not be 
violated; secure and stable though the position seemed, there 
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was a strong seme that danger beset any changes. In the period 
that followed, sotne of the rules came to seem absurd and the fears 
and hesitations groundless. The life of Keynes lies athwart these 
two periods; in his own thoughts he passed through the transition, 
and, indeed, he contributed much to it. Those who Uve half a 
century later, in a period when the tempo of progress has increased 
but the world is full of perils, may wonder whether all the old 
conventions were in fact completely foolish and the hesitations 
groundless. Have we yet devised good new rules to replace the 
old rules ? This is a problem on which study of the development 
of Keynes’ thought should throw light. 

Cambridge was an important constituent of England. She 
trained a large proportion of those destined to guide public 
opinion and to execute policy. There were personal links between 
the University and those high in public affairs; Mrs. Henry 
Sidgwick was herself the sister of Mr. Balfour, who became 
Prime Minister. Thus Cambridge, where Keynes spent his 
childhood, was an active, purposeful place. With her strong 
traditionalism, her security, her earnestness, she was an epitome 
of England. Reform, in the larger, as in the smaller, sphere, was 
to be achieved primarily and principally by the discussion of 
intelligent people. In all vital matters their view would prevail. 
Public opinion would be wisely guided. The existing stability, 
the need none the less for caution in advance, and the certainty 
that advances on a cumulative scale would be achieved, were 
taken for granted. They were the presuppositions of Ufe, and 
the justification alike of one’s work and one’s leisure. Pleasures 
could be sipped with a clear conscience. Were not all good men 
day by day ensuring through their efforts that in due course 
those pleasures would be widely diffused and multiplied ? 

If I achieve my purpose, the life-work of Keynes will be seen, 
in part, as an expression of this Cambridge civilisation, both in 
its stability and self-confidencc and in its progressiveness. Will 
that life-work in due course have to be regarded as a splendid 
afterglow of a civilisation fast disappearing, or may it perhaps 
be a link between one phase of Btitish civilisation and the next, 
stretching across a period of confusion and uncertainty ? 

Keynes’ make-up would qualify him to be such a link. His 
mind was keenly receptive, and the events through which he lived 
made sharp and immediate impressions upon it. He became 
aware of changes in contemporary thought and contemporary 
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jwacti^c as soon as they occurred. That was why, to those who 
had met him two or three times <mly, or had ^pped into his 
writing without deep study, he presented a chameleomMke appear¬ 
ance. It was the chop and change of our age which they saw 
reflected in him, before they had had the wit to appreciate its 
significance themselves. But beneath this appearance of variability 
was a continuity of thought and purpose, which may be traced 
back to early influences. He continued to value those elements in 
our civilisation which he had been brought up to value as a boy. 
Just because he was so quickly aware of new forces which might 
serve to disrupt this civilisation, he felt how urgently needful it 
was for us to adapt ourselves without delay to the changes proceed¬ 
ing. If time were wasted, much might be lost beyond recovery. 
His mind was constantly seeking new methods of accommodation, 
new recipes. 

The First World War did much to undermine the stable and 
secure conditions of the British Empire and the presuppositions 
of 6 Harvey Road. As time went on, Keynes had to rely more 
and more on his own resources in devising policies he could 
support. On the one side were those of conservative temperament 
who did not understand the extent to which adaptation was neces¬ 
sary if old values were to be preserved in the new environment. 
On the'other side were those who had little regard for the old 
values. To many of the former, Keynes may have seemed a 
mischievous radical; many of the latter, while welcoming him 
for his modernity, failed, to a large extent, to understand the 
purport of his message, lacking his presuppositions. Not all 
Englishmen fell into these two categories; he had many followers, 
who understood fairly well what he was about; his legacy re¬ 
mains with us. In what follows, some attempt will be made to 
interpret it. 

Meanwhile, across the waters, there was a civilisation in which 
the old self-confidence remained and was nourished by its own 
successes and growth of power. The American civilisation is 
widely different from that of Harvey Road. On the material 
side one may perhaps put down the combination of modest, 
unostentatious living with ample domestic service and domestic 
comforts as the basis of cultured life of the old British type. 
Intellectual Cambridge may have had its counterpart in the 
United States; but it cannot be deemed to have resembled the 
more usual American pattern. Keynes was not predisposed to 
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idwre tkt Ammcm way of life Later influences, strongly mi 
tyfacally Btititsh, coming from his circle erf' Bloomsbury friends, 
mjide hi*n stili less predisposed to take a kindly view of American 
avilfeation. And yet it was destined to happen that, when he 
crossed the Atlantic repeatedly, amid the grim and terrible 
drcumstances of the Second World War, to discuss affairs of the 
utmost gravity, he found something that he had long missed in 
Britain. He found there men who had retained their intellectual 
poise, men of strong conviction, men who had their settled pre¬ 
suppositions, which, albeit not the same as those of Harvey Road, 
were first cousins to them, men who believed that by rational 
discussion one could plan and achieve reform and carry forward 
the progress of mankind. 

Britain had, in the interval, become somewhat scatter-brained ; 
events had moved too quickly for her, and most of her leading 
men had lost their grip. The continued security and prosperity 
of America had sustained that purposefulness, that self-confidence 
and that faith that the reasonable solution can be made to prevail 
which were the characteristics of late Victorian England, and 
which, because of Maynard Keynes’ terrific innate mental vigour, 
had, despite all the .storms, remained characteristic of him. And 
so it happened that he came at long last to appreciate that the 
United States was also a great civilisation- Close ro-operation 
was possible, almost easy. 

Will these two nations continue in a joint endeavour for pro¬ 
gress and reform on a world-wide scale? Did Keynes reach a 
point of view in this matter, as in so many others, in which his 
fellow-countrymen will follow him? Will the positive achieve¬ 
ments of Bretton Woods endure and proliferate ? Or will the 
heroic efforts of his last days prove vain ? 

When at Eton, Keynes, perhaps spurred by emulation of his 
distinguished compeers, devoted some time to tracing his family 
ancestry. There is a tree drawn out in his hand, which is headed 
William de Keynes, 1066 ”, A good beginning ! One may 
conjure up the image of a long line of Keyneses w^ho, behind the 
scenes on which puppet Plantagcnets and Tudors played their 
parts, were in effect ruling the country all the while! At 1066 
the correct spelling was Cahagnes, a place in Vire, Normandy. 
The modern spelling, Keynes, first occurs in 1300, and Kaynes in 
the reign of King John. They did not rule the country I But 
they were for several centuries persons of considerable substance, 



6 JOHN MAYNARD KEYNES tiBS 4 

and may be traced in local names, such as Horstcd-Keynes and 
Miiton-Keynes. One line had estates in Sussex which included 
Tilton, of which Maynard obtained a life tenancy in order to 
make it his country home, without previously knowing of its 
connection with the family,* The Keyneses showed their pto^ 
clivity to intellectual independence by remaining Catholics in 
the sixteenth and seventeenth centuries, and thereby they lost 
much of their position,^ Maynard’s grandfather lived at Salis¬ 
bury, first as a manufacturer and then as a nurseryman. He 
prospered considerably, and bred and exhibited many new 
varieties of flowers. He married, as his second wife, Anna Neville 
of the Essex family of that name, and of that marriage John 
Neville, born in 1853, was the only child. 

John Neville was educated at Amersham Hall School and 
University College, London, and having obtained a scholarship 
in mathematics at Pembroke College, Cambridge, was “ Senior 
Moralist ” in 1875 awarded a Fellowship at Pembroke in 

1876.3 Six years later he married Florence Brown, one of the early 
Newnham students. She was a daughter of a well-known Con- 
gregationalist divine, John Brown, who was the minister for thirty 
years of Bunyan’s chapel at Bedford, the author of an authoritative 
life of Bunyan and of other works on the history of puritanism, 
and received a doctorate from the University of Yale. One of 
his sons, Sir Walter Langdon-Brown, became Regius Professor 
of Physic in Cambridge. Maynard claimed to be the first son 
of the marriage of a Cambridge Fellow with a member of 
Newnham. 

Seven months after the happy event of Maynard’s birth, 
Neville Keynes published the first edition of his book on Formal 
Logic. This underwent successive revisions until the edition of 
1906. It is a notable work: thorough, lucid and authoritative, 
and may well attain a permanent place in the history of thought. 
It is an exposition of the system of deductive logic, of which 
Aristotle was the inventon and which for some twenty-two 

* I’hc same ancestor who owned property at Tilton also acquired property in 
the parish of Barton, of which King’s was tithe-owner. Maynard, as bursar, took an 
active interest in this church, while probably unconscious of its connection with liis 
family. 

* For a full account of the Kc>'ne3 pedigree and also of Maynard’s ancestors on 
his mother’s side, see Gathmng up tiu Threads, by F. A. Keynes. Publ. Heifer & Sons, 
1950. 

^ He was also awarded a Fellowship at University f^ollege, London, which he held 
for life without stipend. 
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ceBtaries has constituted the mam part of what teachers and 
scholars have understood by logic. It carried a stage further 
the work of the nineteenth-century masters — Mill> De Morgan^ 
Jevons and Venn. It appeared on the eve of that great dis¬ 
placement which has been caused Ky the rapid and spectacular 
development of “ mathematical logic The practitioners of 
this new branch claim that old deductive logic is now dead and 
buried. 

A final verdict cannot yet be given. Maynard, who promoted 
or was associated with so many great changes of thought and 
practice in his time, was also a close and interested spectator ol 
this more recondite but very fundamental change in our theory 
of the principles of human thought. The condition of logical 
studies has not yet reached a new equilibrium. Few now doubt 
that the mathematical logicians have achieved a mighty synthesis, 
which will not be challenged in essentials and has far-reaching 
implications. But the new system, imprisoned, as in a manner 
it is, in its own symbolism, fails to answer satisfactorily many 
philosophical problems about deductive thought, Neville Keynes’ 
book has a sure place as the most complete and polished exposition 
of the old system. It is still commonly used as a text-book in 
Cambridge, and still often recommended, when teachers in the 
sister university overcome their insularity, for reading in Oxford. 
It is likely that, when the study of thought as such recovers its 
wind after the formidable impact of the symbolists, many of the 
lines of enquiry which we find in Neville Keynes’ treatise will 
be taken up again for further development. 

One of the closest friends of the family was the logician W. E. 
Johnson. By comparison with the graciousness and warmth of 
John Neville, Johnson appeared to many to be rather a dry stick. 
But he had his charm for those who ki^ew him well; G. K. 
Chesterton was a great friend, and, when ht came on one of his 
periodic visits, there was no lack of fun in the Johnson home. 
To the notice by Professor Broad in the Proceedings oj the British 
Academy^ Maynard contributed a description : 

He used, when I was a child, regulaiiy to lunch at Harvey Road 
with my father, I should think almost once a week. My father was 
then writing a book on logic [strictly, this should be, revising his 
book], which would frequently be a matter of discussion. They 
seemed to me in those days to sit endlessly over the meal, and I 
would be in a fidget to be allowed to get up and go. His voice and 
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xmtmer ww q^ite unchanged in my memory from tlxose days, 

more than forty years ago, up to the end of his life. 

Maynard remembered his fidgets as a Httk boy; but it is 
recalled that when he was no longer quite such a little boy he 
used to join in the argument between his father and Johnson* 
Unhappily, we do not know what precisely the arguments were 
about or which side Maynard took. A profound student of 
thought might be able, by the diligent study of the logical writings 
of Keynes father, Keynes son and Johnson, to elucidate this matter, 
and thereby perhaps to explain characteristic tendencies (even 
perversities!) in the economic writings of Maynard, for this 
precocious initiation into debate on the higher mysteries of logic 
would surely implant a lasting intellectual bias. 

Maynard retained a great regard for Johnson. When I asked 
him in 1922 how much mathematics it was needful for an econo¬ 
mist to know, he replied that Johnson, in his article in the 
Economic Journal had carried the application of mathematical 
analysis to economic theory about as far as it was likely to be 
useful to carry it.^ 

Meanwhile, in the years immediately following 1883 even 
Maynard could not be expected to know anything of logic or 
mathematical economics. His father kept a diary which preserves 
lor us contemporary notes about the progreijs of the infant. 
Readers of The General Theory of Emplojmenty Interest and Money 
may like to know that in 1888, at the age of four and a half, 
Maynard, on being asked what is meant by interest, said, If 1 
let you have a halfpenny and you kept it for a very long time, you 
would have to give me back that halfpenny and another too. 
That’s interest.” In April 1890 (age six) there is an entry about 
the future logician: ‘‘ Maynard much interested in his brain. 

^ Just now/ he says, ‘ it is wondering how it thinks. It ought to 
know.’ ” In March 1891 (age seven) we find the entry, ‘"'His 
father having remarked that he was not behaving so well at 
lunch as he had done the day before when Dr. James Ward 
came to lunch, ‘ That,’ he said, ‘ was by a great effort. 1 

* December 1913 : The Pure Tfmty qf Utihty Cttrves, 

3 He had evidently written the matter off in his mind thus. Mathematical 
ccoRommts of the younger school may have felt in more recent years that he did not 
sufficiently appreciate the value of their original work. His dictum about Johnson’s 
contribution was clearly not meant to have finality. It may have been a shrewd 
assessment of what was likely to be useful to himself in his own economic explorations 
Within his own span of life. 
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had been pieparing few it for days. I cannot alwa'jw make *o 
great an effort! ’ ” There is a ddightfuUy happy foc^g in the 
diary. His father remarks that he is a '* thoroughly interesting 
companion ”, 

Meanwhile, John Neville was going from strength to strength. 
He was an economist as well as a fogidan. In the year of May¬ 
nard’s birth, Alfred Marshall writes, “ I am delighted inde^ 
to see that you are examiner at London ” (a permament ap¬ 
pointment). “ If I had to select the man out of all England 
whom I should have liked best to have there, I should have chosen 
you.” 

Marshall’s regard for Keynes as an economist is further 
testified by a voluminous correspondence, in which Marshall 
consulted him, as one whose verdict would have great weight, on 
various points in economics, which had to be settled for his 
forthcoming magnum opus. The Principles of Economics. Keynes 
was in correspondence also with most of the leading economists 
of the day. There was some idea that he might become Professor 
of Political Economy in Oxford, and a letter from Professor 
Foxwell (15th January 1888) is worth quoting: 

I should regret it for many reasons, though I expect it would be 
the best thing for Oxford. . . . 

Pray don’t go. It is much better that a study should be con- 
fentrated in a particular place. There arise many of the same 
advantages as in the localisation of an industry. Your depart* 
uie would leave a nasty ragged wound in our Moral Sciences 
Organisation. 

What is the use of being a settled family man if you are to drift 
from your mooiings in this fashion ? Think of the effect your move 
may have on your son. He may grow up flippantly epigrammaticai 
and end by becoming the proprietor of a Gutter Gazette, or the 
hero of a popular party; instead of emulating his father’s noble 
example, becoming an accurate, clear-headed Cambridge man, 
spending a life in the valuable and unpretentious service of his kind, 
dying beloved of liis friends, venerated by the wise and unknown 
to the masses, as true merit and worth mostly are. 

John Neville stayed at Cambridge. Maynard’s career did 
not exactly correspond to Foxwell’s prescription, but, for all the 
epigram.s and even flippancies that he subsequently perpetrated, 
he was, at the centre of his being, “ an accurate and clear-headM 
Cambridge man ”. It was the combination of the solid worth 
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with the? epigrammatic brilliance that enabled him to render hk 
unique service to mankind. Would Oxford indeed have caused 
him to cultivate his taste for epi^ams over-much ? 

In 1890 the British Economic Association was founded^ with 
John Neville as an original member of the Council, and in March 
1891 the first issue of the Ecbmmic Journal appeared, under the 
editorship of F, Y. Edgeworth. Maynard was destined to become 
its editor for a period of no less than thirty-three years. It is 
interesting to know that his father was strongly pressed by Alfred 
Marshall and others to become the first editor. I promise 
not to worry you any more about editorship of the Economic 
Journal. . . . Foxwell asked whether there was any use in putting 
pressure on you for the last time. Everyone would very muck prefer 
you.” ^ 

In 1890 appeared the first edition of The Scope and Method of 
political Economy. This, like Formal Logic, became and remained 
for many years the standard English treatise on the subject. It 
has not been replaced by a work of comparable scope. It has the 
same qualities as Formal Logic, accuracy of thought, lucidity of 
style, thorough scholarship, balanced judgment and fairness to 
all parties in matters of controversy. It does not claim to blaze 
a new trail. It is modest, and therewith has authority. The 
reader has the comfortable feeling that he is on solid ground, that 
a widely read scholar and master of precise thinking is carrying 
him to the limit, but not beyond the limit, of what can safely be 
accepted, and that no touch of egoism is biasing the author. In 
June 1891 he was awarded a Doctorate of Science by Cambridge 
University, and Maynard (aged eight) was present at the cere¬ 
mony. Maynard, with his varied gifts, has captured the imagina¬ 
tion of mankind and succeeded in influencing the course of history 
to a notable extent; but John Neville has also his own special 
claims to be remembered by future generations. 

In 1890 Maynard was sent to the Perse School Kindergarten; 
one does not learn much at institutions of this kind, and Maynard 
was given his elementary instruction at home. In 1892 he began 
his more public life by going as a day boy to St. Faith’s pre¬ 
paratory school, of which Mr. Goodchild was headmaster. 
In the same year, his father made a step forward in his career 
of varied interests, by being promoted to be Secretary of the 
Local Examinations and Lectures Syndicate. For eighteen years 

* Ixttcr to J. N. Keynes from Alfred Marshall, 7th February 1889, 
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pie was the organiser of the important and rapidly dcvelopiii|[ 
work for which this Syndicate was responsible. In due course 
he became the leading administrator in the University and held 
the supreme position of Registrary from xpio to 1925.* Many 
tributes have been paid to his excellent work in this capacity^ 
It may be most appropriate to quote his son, whose words, even 
if biased on this subject, are of interest to us. In August 1942 
Dr. and Mrs. Neville Keynes celebrated the diamond anniversary 
of their wedding. There are some very rough notes in pencil of 
what Maynard proposed to say at the family gathering. After 
touching tributes to his mother and his father, he proceeds to say 
of the latter: 

Let me look at him more from the outside for a moment. I saw 
him for a long period as he was irt the University. For thirty-three 
years he was one of the best administrators there ever was and during 
those years this University was a better place in my judgment than 
it has ever been before or since. Perfect order and accuracy without 
a shadow of pedantry and red tape, the machine existing for the 
sake of the University and not the other way round as it sometimes 
seems to be now. He really helped to create a framework within 
which learning and science and education could live and flourish 
without feeling restraint or a hampering hand, and he combined 
this with himself possessing learning and science and education at 
the highest level — which no one now seems to be able to do. 

While Dr. Keynes was thus busy, his wife had many practical 
activities of her own. She was one of the first to plan a Juvenile 
Labour Exchange, which was afterwards taken over by the local 
authority and finally absorbed in the national scheme. She was 
also concerned with the establishment of Papworth Village Settle¬ 
ment which revolutionised the lives of those suffering from 
chronic tuberculosis. Small pensions were given by the Charity 
Organisation Society, of which she was the local secretary for 
many years, to old people living in great penury. She had much 
to do with helping families back on to their feet when they had 
been thrown into the workhouse on account of the bread-winner^s 
unemployment, the help being especially needed because he was 
not allowed out of the workhouse unless he took his family with 
him, and some arrangements for this had to be made in advance. 

* In 1892 he was elected to the Council of the Setiate. In 1893 he became its 
honorary secretary, a position which seems at that time to have been more influential 
that than of the Registrary. When Keynes l>ecamc Registrary in 1910 the two 
offices were combined. 
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All tfeteW itftmils proceeded slowly and with great difficulty owing 
to the pammony of the government in providing funds fxw th* 
social iwrvices. 

Mrs. Keynes was in feet a great pioneer. It may well be that 
her practical humanity made a deeper impression on Maynard’s 
young mind than the abstract doctrines of the social philosophers, 
who were sometimes a litde remote from the sordid realities. In 
her activities Maynard could see the reforming spirit of Cambridge 
taking effect and bringing solace to afflicted persons. 

Whilst the Keyneses were thus much occupied on active work 
in their several spheres, their main intenst remained centred 
upon their own home. They had no great love of social entangle¬ 
ments, reserving their leisure hours for their best friends, and, 
above all, for their children. Reading aloud was a favourite enter¬ 
tainment, the father reading Dickens to the family, or Maynard 
poetry to his sister; there were trips to London to sec plays, 
carefully chosen to suit the awakening powers of the boy; Dr. 
Keynes had a special love for the theatre, a trait inherited by 
Maynard. 

There were no signs of the infant prodigy in Maynard’s early 
years at Mr. Goodchild’s. There were fairly good reports, and 
reports not so good, which contained complaints of carelessness. 
There were indeed references at the age of eight to his being quick 
at arithmetic and algebra and to his large vocabulary. But on the 
whole, progress appears to have been slow. There was more 
than the usual allowance of colds, coughs, temperatures and head¬ 
aches. The diary has a reference to the school driving him too 
hard, to his being away from school for a large part of one term 
in 1893, and to his taking a whole term away from school in the 
autumn of that year. There seems to have been some frailty of 
constitution, which continued to give rise to anxiety until the 
age of fifteen, and less frequently thereafter. He was not robust. 
Up to a point he was careful in this matter; throughout his life 
he did much of his work while lying in bed in the morning. But 
his tireless mind and fiery spirit took charge, dominated his body, 
made it sustain labours that would soon have broken a much 
stronger man — and in the end he overtaxed it. 

He does not appear to have made many friends at Mr. Good- 
child’s. None the less he seems to have had the power to exert 
influence in a characteristic way. We hear of a “ slave ” who 
walked behind him, at a I'espccrful distance, carrying his books 
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hoiiie from sohooU This service was given in return for jproteetion 
during scrapes or assistance at work, Witll another hny he made 
what he called a commercial treaty This boy was uncon*^ 
genial. So he made an arrangement to place a book from the 
circulating library on the top of a pillar-box regularly each week, 
on the understanding that the boy would never approach within 
fifteen yards of him at any time. 

Harvey Road was itself full of recently married dons’ children 
who careered about on their bicycles. At the age of nine 
Maynard had a serious accident, owing to collision with a hansom- 
cab. Fenner’s cricket ground was at the end of the road, and he 
spent many hours watching the playto and keeping records of 
their scores. For a considerable time he retained an intense 
interest in cricket, although he never became an adept at the game 
in practice. 

Only when he was eleven is there a record that he was first 
in the class (June 1894). In December of that year, things began 
to look up; he was first again, and a mathematical master, who 
was of somewhat higher attainment than is usual at a preparatory 
school, reports that ‘‘ he does really brilliant work ”; but adds 
that he ‘‘ soon tires and has not perseverance in the face of diffi¬ 
culty How unlike what Maynard was so soon to become! 
After this, progress was more marked, and physically he became 
more robust. As he approached the age of thirteen, he began to 
grow very rapidly. Mr, Goodchild reports of his work at the end 
of 1896 that Maynard is head and shoulders above all the other 
boys in the school ”, and feels confident that he will get a scholar¬ 
ship for Eton, This became an important aim. Special tutors 
were engaged for a brief period. Mr. Robert Walter Shackle, 
father of the well-known economist Mr. G. L. S. Shackle, coached 
him in mathematics, and reported that he was “ so delightful a 
pupil ”, For a time Maynard rose at 7 a.m. to work before 
breakfast, because the Eton examination was due to begin at 
that hour! Poor Maynard I 

On 28th June is an entry in Dr. Keynes’ diary: 

It is a grief to me to think that the dear boy will not in any case 
do his work very much longer with me in the study. 

Working together in the same study! One cannot but be reminded 
of those other two economists, James Mill and John Etuart MiU. 

He had to face his ordeal on 5th July 1897, then already 
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fotirteen and rather older than the average. On July 4th is the 
entry^ Maynard not well The next day his parents took him 
to Eton, and the examination lasted three days. The Vice- 
Chancellor * was one of the examiners. The entry for the 12 th 
summarises the anguish of how many millions of parents ! 

July 12th. Expect telegram from Vice-Chancellor 2 to 3 p.m. 

Nothing came. Gave up hope. At 5.30, telegram arrived. Maynard 

tenth out of twenty elected. 

Maynard had been bracketed first in mathematics. Dillwyn 
Knox, aged twelve, had been head of the list. 

After that there had to be much preparation and measuring 
for Eton clothes. At Eton, boys were each assigned a tutor, in 
addition to their house-master and form-master. Apparently it 
was possible to negotiate under this head. Mr. Samuel Gurney 
(Jimbo) Lubbock had just been appointed a master at Eton. He 
recalls how Dr. Keynes came to pay a call on him one morning 
in King’s College, and stated that he would like him to be May¬ 
nard’s tutor. Lubbock protested — after all, he was a new hand 
at this himself and surely Dr. Keynes would prefer to have an 
experienced master. But Dr. Keynes overbore him with a 
courteous firmness. He had made enquiries of the authorities 
at King’s College.^ They, with their traditional faith in the 
virtues of the young, assured Dr. Keynes that he could not do 
better than choose Mr. Lubbock. The choice proved a fortunate 
one, for in the struggle over Maynard’s soul, which was later to 
develop at Eton, Lubbock took the bread view that he should not 
specialise too much in mathematics, his best subject, at the expense 
of a more general education. 

Mr. Lubbock was indeed an ideal tutor, a man of culture, 
wide interests, fine tact and sensitiveness, the very type of English 
gentleman, tall and handsome, and a most successful school¬ 
master. Something of the Lubbock quality is known to a wider 
world through the published works of his brother, Mr. Percy 
Lubbock, a writer with an exquisite delicacy, power of observa¬ 
tion, and sense of beauty. One may believe that these same 
qualities were present in Jimbo Lubbock and canalised by 
him into the loving surveillance of many generations of Eton 
schoolboys. 

* Mr. Charles Smith, Master of Sidney Sussex College. 

* King’s has a dose connection with Eton, as twin foundation of Henry VI, and 
has a number of closed scholarships for Eton boys. 
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Mayaard was due to go to Eton on 2i2nd September, but on 
19th September he had a feverish attack and had to go to school 
three days late. 

Mrs. Keynes to Dr. J. JV. Keynes^ 26th September i8gy 

I very much wish you were here so that I could tell you our 
experiences yesterday. ... I am sure you will be glad to hear first 
of all that the dear boy seemed very much belter and when I left 
him said that he felt hardly more tired than he would have done 
under ordinary circumstances. ... By the way, Miss Hackett says 
she believes Maynard is bigger than his fag-master (Macnaghten) ! 
This is a relief to mother [his grandmother] who seems to be under 
the impression that fags are beaten and generally ill-treated by their 
masters. . . . 

Maynard played up by writing one letter to his father and another 
to his mother on that same first day, giving an hourly narrative 
of events. Admission to college is described as “ something like 
having your degree 

The letters to his father continued as a matter of weekly 
routine. At first they were a little thin, suggesting an attempt, 
not always successful, to cover four pages of writing-paper. But 
in his second year at school the letters thickened and became much 
more interesting and lively, bristling with news and views. A 
paradox. The trend with schoolboys is usually the other way. 
With adolescence and the crowding in of new interests, thoughts, 
friendships and intellectual adventures, there is apt to be a falling- 
off in the zeal for writing home. For this week’s letter there is 
no time; the next week’s is a little perfunctory; one must write 
to one’s parents, but the duty is found a trifle burdensome. If 
Maynard moved in the opposite direction, that is certainly a 
tribute to his father’s sympathy and fond interest in every detail 
of school life. It is also symptomatic of certain qualities in May¬ 
nard. For one thing, there was that extraordinary intellectual 
capaciousness. If a thousand other interests were pressing in, 
there was still ample room for a full and growing communication 
of thoughts with his father. So it was all through his life; the new 
interest did not drive out the old ; both could be accommodated 
together. It was also, perhaps, a symptom of the strength and 
magisterial quality of Maynard’s mind. His ideas were so well 
founded and strong in good sense, that he was not bashful, as 
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schoolboys so often arc, of showing them to his parents. He had 
enongh self-confidence to believe they would be interesting. And 
so the full flow of correspondence continued and grew. 

Every detail of school affaiis was discussed: what work was 
being done — sometimes mathematical problems were transcribed 
in full — what games were played, what school events were taking 
place, how the other boys were progressing, the pros and cons of 
changes in cumcula- The father got to Imow about Maynard’s 
contemporaries so well that he could give a comprehensive fore¬ 
cast of their order in the Newcastle Prize examination. 

The letters show extremely clearly how absorbingly interested 
Maynard was in the work, the games and the whole life of the 
school. It became his passion. It may certainly be claimed that 
Eton greatly helped his development. He found there associates 
who were congenial to him, youths of intellectual distinction 
with whom he could quickly get on to terms of intimacy on the 
basis of common interests. They had self-confidencc, enquiring 
minds and a gay and carefree outlook. His own great fund of 
gaiety, of fun and satire, found scope. It is not clear that there 
arc many schools in the world where one can find a wide choice 
of companions of this quality; it is clear that he needed this 
society and that in his school-days his imagination was already 
stimulated and taking wing. 


2 

His mother had taken him there and left him, rather anxious 
about his health and strength, knowing his charming, kindly 
character and his excellent, clever companionship in the home, 
pleased at the rapid progress which he had finally made in the 
preparatory school, but with some doubts, surely, as to how he 
would stand up to the exacting tests of a larger world. We have 
seen how rapidly he had been growing physically in the previous 
year — ‘‘ taller ” on arrival than his fag-master ” ! It turned 
out that this gave him a good start. Mr. Hope-Jones, who was 
in his election as a scholar and afterwards became a master at 
Eton for many years, recalls the impression made by his tall 
stature on his contemporaries. He was a little their senior, not 
in years, but in months, which are important at that time of life. 
His voice had already broken. He seemed quite a young man in 
their midst. They at once looked to him for leadership. If a 
group was summoned for a misdemeanour by the authorities, it 
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wm without pause or questioa* that he would their 

spokesman* This young boy, so carefoUy cherished in the home, 
careful of his own comforts also, fastidious, ailing, the product of 
a day-school only, suddenly became by accidents of premature 
growth and a broken voice, the spokesman of his group at Eton. 
And what a spokesman! His friends could not at first have 
known what manner of man was among them ! For of all the 
divine gifts none was lavished upon him so unstintingly, in no 
sphere has his talent been so peerless and undisputed, as spokes- 
manship. He became a natural leader at once* From St. Faith’s 
to Eton, the transition was easily made. His career now began in 
earnest. 


J. M. Keynes to Du J. jV. Keynes^ yd October i8gy 

... I like Mr, Lubbock very much. . . . He is going to read 
some Homer with me as private work. . . . My fag-mastcr is very 
nice to me, and if he has anything extra for me to do always asks 
me if I am sure I have nothing else I w^ant to do. He does not want 
me to call him in the morning as most do. 


J. M, Keynes to Mrs, Keynes^ jitk Octobei i8gy 

To my great surprise I have come out top of the division in the 
fortnightly order. . . . My cold is very much bettei*. 

There are a good many reassurances about health in these early 

letters. 

J. M, Keynes to Du J, N, Key ties, lyth October i8gy 

, , . On my last piosc I had (I think; “ Style good but too many 
mistakes And on the verse “ Bettei ]*ut loo many blunders 
Do not laugh and say “ careless as usual 

Still the child in this letter! 

Ibid. 


Last night we had chamber singing which was a glorious rag 
lasting an hour and a half. All fags are reciuired to sing, but not 
many of the older ones are present, and after the fags have finished, 
several arc called upon and the night is made hideous with the row. 

G 
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I will kave you to guess what I sang, but it was the success of 
the evening (as far as the fags go) and was the only one to be encored 
later in the evening. 

This notable song, which became a standard item, was entitled 

‘‘ Three Blue Bottles 


J. M. Keynes to Dr. J. jV. Keynes, 6 th December rSpy 

Last night College Pop Supper took place and I and three other 
fags were deputed to wait. They had a glorious feed, turkey, 
champagne, etc. When they got to the dessert stage, we fags retired 
to Lower Tea Room and made a supper off the remains and a bottle 
of champagne. As one of the fags did not take any, the other three 
had to do their duty and finish it. 

When we had finished, we went in again and songs etc. proceeded 
for about an hour. I was called on to sing “ T.B.B.’’. Afterwards 
we handed coffee round. In fact we had a very fine time. 


J. M. Keynes to Dr. J. jV*. Keynes, 12th December i8gy 

1 was not tlie fag who abstained from champagne. . . . 

Maynard was not corrupted by this early initiation; throughout 
his life he was always abstemious in such matters. But in his last 
tw^o or three years he was in the habit of saying on festive occasions 
that the only thing he seriously regretted about the way in which 
he had managed his life was that he had not drunk more cham¬ 
pagne ! Was he recalling these early celebrations of his school¬ 
days? Probably not, as he lived essentially in the moment. 
Perhaps there was some semi-conscious reminiscence. The past 
lives on and colours the present. Who is that interesting looking 
man, with a glass of champagne in his hand, talking so animatedly 
at the wedding party? Is it a great statesman, upon whose 
wisdom the financial solvency of Britain herself depends, as by a 
thread, a man gravely ill, although so talkative and gay, a man 
barely kept alive by medical skill and the tireless devotion of his 
wife ? Or is it a young man, tall beyond his years, his voice only 
recently broken, partaking in the festivities of College Pop ? 

At the end of his first “ half” ^ he came out first for classics. 
He had been pushed up three divisions at the end of the first 
fortnight in mathematics, but none the less came out second. He 

* A “ half is a tmn. Three halves make one year at Eton. 
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had evidently got into his stride. His curve of development, which 
had risen so sharply in his last year or two at St. Faith’s, was 
proceeding upwards and carrying him well beyond the level of 
the previous July, when he had only been elected tenth to Eton. 
In this first term, a copy of his verses was sent up for good 
By this Eton custom, good compositions and mathematical solu^ 
tions were transcribed, bound up and deposited in the College 
Library. Numerous classical compositions and mathematical 
sums in Maynard’s hand may be inspected there. Some may 
regret that the practice of preserving these fair copies has been 
discontinued. 

At the end of this term he was selected at the head of the list 
to Chamber Pop, a debating society for those in Chamber, 
who have not yet acquired rooms of their own. Excellent reports 
came in. Lubbock noted that he had a real healthy interest in 
all the doings of College, athletic and otherwise ", 

Next term was interrupted by measles and absence. Despite 
this, progress appears to have been made. In the following term 
he was captain of Chamber and won the Junior Mathematical 
Prize. ‘‘ Maynard will be returning to you with his honours thick 
upon him. ... I have been delighted to sec that he takes no 
half-hearted interest in his own games and those of the school." ^ 
Characteristic touches began to appear in Maynard's letters, 

J. A/. Keyms to Dr, J, N. Keynes, nth October i8g8 

Tuck preached in Lower Chapel about bicyclinj;?;, comparing it 
to life. He compared the telegraph posts to guardian angels. 1 
wish I could have been there. He promised one on football next 
Sunday. 

J. M, Keynes to Dr, J, jV*. Keynes^ gth Feh^'ary iSgg 

The Reverend the Provost preached to-day. He really ought not 
to be allowed to. . . . 

J. Af. Keynes to Dr, J, N. Keynes^ 30th April i8gg 

I had a short conversation with Professor Darwin ^ at the end of 
the journey. His hands certainly looked as if he might be descended 
from an ape. 

* Mr S. G. Lubbock to Dr. J. N. Keynes, 28th July 1898 
» Sir George Darwin. 
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Thijs is tli€ Rrst recorded refercace to baads. Ob«ervaticm of 
baads remained a lifelong interest; he thought that they were the 
best guide to character. At one time he had casts made of Ms 
own and his wife’s hands, and even talked of making a collection 
of his friends’. 

Extract from the ‘‘ Economic Consequences of the Peace Description 
of President Wilson 

and^.’.r*i« hands, though capable and fairly strong, were wanting in 
sensitiveness and finessed 

Extract from a description of President Roosevelt on his first meeting Mm 

. . , But at first, of course, I did not look closely at these things. 
For naturally my concentrated attention was on his hands. Rather 
disappointing. Firm and fairly strong, but not clever or with finesse, 
shortish round nails like those at the end of a busine.ss-man’s fingers. 
I cannot draw them right, yet while not distinguished" (to my eye) 
they are not of a common type. All the same, they were oddly 
familiar. Wliere had I seen them before ? I spent ten minutes at 
least searching my memory as for a forgotten name, hardly knowing 
what I was saying about silver and balanced budgets and public 
works. At last it came to me. Sir Edward Grey. A more solid 
and Americanised Sir Edward Grey. The idea will probably mislead 
you, but there is a grain of significant truth in it. Much cleverer, 
much more fertile, sensitive, and permeable, but something all the 
same, which corresponded to those finger nails and carried me back 
to Sir Edward Grey. 

Let it not be thought that the boyish joke about Professor Darwin 
implied any predisposition to be hostile to the theory of natural 
selection! 

J. M, Keynes to B. W. Swithinbank^ i^th May igo8 

. . , Really the most substantial joys I get are from the percep¬ 
tion of logical arguments, and, oh, fiom reading Darwin’s life. How 
superb it is. Surely he was the greatest and best and happiest of 
men. 

* Monsieur Etienne dc Mantoux in The Carthaginian Peace, a severe criticism of 
Keynes* Economic Consequences of the Peace, took him to task for regarding the shape of 
the President’s hands as relevant. ** Why not also reveal to the world that Wilsoit 
wore pince-nez and that Lloyd-Gkjorge had a grey moustache? ” 
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|b the ®ckt half we ieam that Maynard was awarded fui 
marhs for an essay on the Responsibilities df Empire Some 
responsilbtUties were to fall on him later! It is satisfactory to 
know that his opinions were considered quite perfect by Eton 
in 1899. His marks in the examination this half were considered 
remarkable— 1156 out of 1400 — and Mr. Lubbock adds, “in 
his work there is absolutely nothing of the mercenary, mark-getting 
feeling. . . . He takes a real interest in anything which it is worth 
while to be interested in.” 

His interest in the athletic side of things remained keen. “ I 
have been out on the river every day this week. I enjoyed rowing 
immensely and wonder now why anyone ever remains a drybob.” ‘ 
“ I have never watched such an exciting match ” (cricket match 
against Winchester) “ and at the end of it was a mental and 
physical wreck.” * 

This term he was at the head of the select list in the Senior 
Mathematical Prize. 5th August, Mr. Lubbock wrote : 

... He is never unduly elated by the mere getting of a prize 
and seems to realise fully that handsomely bound volumes are not 
the most important result of learning. Moreover the manner in 
which his work is done and the attitude he takes towards his various 
masters arc as nice and good as they can be and it says much for 
him that some very illiterate members of my pupil-room with whom 
he comes into contact, like and respect him a good deal. 

This summer the family holiday was at Tintagcl. 


Extract from Dr. J. JV. Keynes' Diary, 6th August i8gg 

Our pleasure in our children has, I think, never been greater 
than it is now, and during the summer holiday, we have them so 
entirely with us. We are certainly a very happy quintet. 

In the next half, the first of his third year — he was now 
already sixteen — he was up to Broadbent, a famous and rather 
formidable Eton master, distinguished scholar, occasional corre¬ 
spondent with Wilamowitz-Moellendorff himself. Maynard had 
a word of praise for him. He also began at this time to go for 
history to G. H. K. Marten, beloved of many generations, who 
eventually became Provost of Eton. This half we find him playing 
in the famous Eton College Wall game. 

^ Letter from J. M. Keynes to Dr. J. N, Keynes, 7th May 1B99 
^ Ibid, 25th June 1899. 
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And now, while things proceeded thus placidly at Eton, 
Britain was involved in the Boer War. It is not clear to what 
extent deeper questions of right and wrong, such as harassed the 
mind in 1914, were pondered by the schoolboy. He took a com¬ 
mon-sense view about his own position; he showed signs of that 
healthy optimism which was to serve him in good stead at more 
momentous crises; we see signs of the statistician peeping out. 


J. M, Keynes to Dr. J. N. Keynes^ 22nd October i 8 gg 

, . . I am no more jingo than I was previously, but now that 
war has begun one must peiforce be reconciled to it. Besides, when 
writing for such journals as the Acorn,^ it is necessary to be a little 
rampant to keep up its circulation. 


J. M. Keynes to Dr. J. K- Keynes, lyth December i 8 gg 

I agree with you that the news from South Africa is bad, 
especially this last reverse of Buller. But we console ourselves with 
history which makes our losses and reverses seem puny. In the 
battle of Albuera, nearly one hundred years ago in the Peninsular 
war, our losses were seven times as heavy per cent as at the Modder 
River, yet we won. People are so terribly eager to get up a scare 
that they make the failure of ours to make the Boers to evacuate a 
position as bad as if we ourselves had evacuated a position. It is 
rather deceptive too, including in the term losses, wounded and 
missing as well as killed. 

It is hard luck on generals that news should be transmitted so 
quickly. The people do not see the result of the campaign but 
seem to gloat over every little loss. 70 men killed in a battle is 
terrible for their families, but it is a tiny loss for a nation of 30 
million. 


J. Ai. Keynes to Dr. J. JV. Keynes^ 2gth January igoo 

This morning the Head gave us a stirring oration on the volunteer 
movement. He declared it to be in the present circumstances the 
duty of all to get what military training they could, and he said that 
he expected all boys of the right age to join our corps. 

For once in a way his words have had eflect and peo})le are 


* A domrsiic pioduction, compiled by the Kevnes children 
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joining and being coerced into joining in throngs, including al| 
sixth form and the greater part of College* 

Am I to join? 

I am not keen and the drills will be a nuisance, but I am perfectly 
willing to do so if I ought. It would be unpleasant to be almost the 
only nonrshooter. . . . 


Extract from Dr. Keynes' Diary ^ jist January igoo 

We pronounce no veto. He may do as he likes. 

J. M. Keynes to Dr. J. jV*. Keynes^ 4th February jgoo 

. . . About the volunteers — I have not joined. 

Taking into regard my feelings and the terms of your letter, I 
consulted people and they agreed that I should be justified in not 
joining. 

I wavered a little and hey presto, it was done — or rather it 
was not done. 

I think that without your letter which amounted to a refusal I 
think I should have been compelled to be engulfed in this marvellous 
martial ardour that has seized the school. 

Some say that patriotism requires one to join the useless Eton 
shooters, but it seems to me to be the sort of patriotism that lequires 
one to wave the Union Jack. 

Ten more beaks have joined than were members before, includ¬ 
ing my beloved tutor. 

There arc well over 100 recruits. 

y. M. Keynes to Dr, J. K, Keynes^ jilh February jgoo 

... As a matter of fact less than half our election have joined 
the shooters, but most of the people that I see much of have. 

You can resign whenever you like, but the preliminary drills 
are a dreadful nuisance. You ha\e to go directly after early school 
and get no proper breakfast and O so cold ! We all agree that it is 
easier to die for your country than to go without your breakfast for 
it. There are about 130 recruits. 

It may be conjectured that his anxious parents were unwilling 
for him to put this extra strain upon his physique. 

At this age he was already showing independent literary 
judgment. 
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J, M» to Dr, J. M* Kej^ms^ 25th Febtumy sgm 

. , . I have finished Red Pottage J 

It Is quite readable and improves after about half way» but it 
is not more than readable, and, to my mind, quite unworthy of the 
extravagant praise which has been lavished upon it. 

It has, as you said of Isabel Carnaby, the stamp of the “ lady 
writer upon it. Many of the incidents are grossly impossible and 
the characters arc inclined to be overdrawn. The whole book has 
an aroma of unreality about it, and it is rather the work of an amateur. 
Of course the heroine writes novels; that was inevitable from the 
beginning. 

J, M, Keynes to Dr. J. N. Keynes, 18th March igoo 

Broader has developed into a most consummate wag. He is quite 
the funniest man I have ever been up to, but at the same time the 
most supremely rude. I think that this arises from his candour. He 
does not mind telling a chap before the division if he considers him 
to have ability and at the same time he does not mind pointing out 
another chap as a muddle-headed imbecile. 

Did he learn something from Broader? 


J. M. Keynes to Dr. J. K. Keynes, 23th Feb? uary igoo 

... I was reading the other day the first volume of the pro¬ 
ceedings of College Pop. The Revd. C. K. Parr was master in 
College at the time of its foundation and he seems to have done a 
good deal to help it. He very frequently took part in the divisions. 
1854 or 1855 was the date I think. Oscar Browning and the two 
Austen Leighs, one of whom would I suppose be the present Provost 
of King’s, were among the original members. 

A very large percentage of the questions they discussed were 
historical. ‘‘ Was the execution of Marshal Ney justifiable ? ” '‘Is 
the character of Cromwell to be admired? ” etc. etc. 1 am afraid 
that they are not so deadly serious now-a-days. I think that this 
was an epoch when the Eton boy was in danger of taking himself 
too seriously. There were no athletics to speak of and he would 
perambulate the country and enlarge on the beauties of nature. 
They upheld the slave system in America and condemned the ballot 
by a large majority. 

As far as I remember O.B. was anti-slavery, but the Provost (at 

^ By Mar> Gholmondeley. Mr. Percy Lubbock thought her worthy of a Meinoir^ 
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least either he or his brother) thought that the lot of the slave was 
better as it was. 

They condemned the system of corporal punishment at Eton 
which sceraS to me extraordinary for this time. 


Extmcf from Dr. J. ,M K^nes^ Diaiy^ 26th April igoo 

Maynard played golf with Sidgwick at Royston. He enjoyed 
Sidgwick^s talk as much as his golf. 

This was a few months before the tragic death of the plulosopher. 

The reports of Lubbock and others proceeded in a crescendo 
of praise, but there was one exception. In the summer half, 
Maynard was up to Mr, X, a respected master and very famous 
cricketer, nearing the end of his time. 


J. M. Keynes to Dr. J. Jsf. Keynes^ 6th May igoo 

As I said before, we are all up to X. 1 could hardly have im¬ 
agined that a man could he so dull; anyhow I shall not suffer from 
want of sleep this half. . . . 


RepoU by Mr. July igoo 

. . . Rather a provoking boy in sihool. Reads notes when he 
should be attending to the lesson. Apt to talk to his neighbour 
unless severely repressed. He gives one the idea of regarding himself 
as a privileged boy with perhaps a little intellectual conceit. 

Neither the other masters nor his Eton contemporaries 
endorsed this view. On the contrary he seems to have taken his 
successes with perfect grace. But Mr. X^s report expresses a view 
that has often been held subsequently.* 


J, M. K^nes to Dr. J. N. Keynes^ 20th May igoo 

There was only one sane person in Eton yesterday morning and 
he was a pro-Boer. We did not get the news the evening before and 
Bob announced it to everyone as they were called. Instead of the 
customary ‘‘ Arc you properly awake, sir ? it was '' Mafeking 
relieved, sir.” And I think this latter proved to be the more 

^ Mr. X broke down rompletely during the next half and had to give up his work 
at Eton. 
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efficacious in waking people up* After early scliool it soon became 
apparent that Mafeking was going to be responsible for a good 
many things. Feelings were first of all let off at Mr* BroadbcnFs 
House, and it was found that windows and exuberance of heart 
were quite incompatible. When there were no more left to break, 
the Eton Society (there is nothing like Pop for keeping order on these 
occasions) drove off the mob. 

Then successive waves of ideas passed over the school, affecting 
the lower boys most seriously. At 8.30 everyone was returning with 
Union Jack pocket handkerchiefs, at 8.45 with large flags of all 
descriptions, at 8.50 they were nailing scarlet bed coverlets on to 
goal posts and hoisting them out of the window, at g.o everyone 
was possessed of a trumpet or a horn or some diabolical wind 
instrument, by 9.15 people were becoming original and Japanese 
umbrellas and laurel wreaths were the order of the day. 

Everything was just about six times its v^alue and finally it cost a 
shilling even to hire a sixpenny flag, A fortune must have been 
spent. 

In chapel we sang the National Anthem and as we were going 
into school a whole holiday was announced. This was fortunate 
for hardly a boy in the school had learnt his lesson. 

Young and I, though we did not spend vast sums, got the best 
flag in College. We ambulated to Windsor and purchased three 
yards of art muslin at a draper’s, a yard of each of the colours, 
red, white and blue, at 4fd. a yard. We gave the man 1/3 and as 
there seemed no imm^xliate prospect of his discovering what 3 times 
4|d. meant, we hurried from the shop for 11.30 absence. 

Instead of absence, the Head gave us an oration from the top 
of chapel steps. I never heard such a voice. Without seemingly 
exerting himself he made the whole of the school yard resound. 

It was the usual stuff. Ought to show our thankfulness; re¬ 
member dignity of school; if anything done must be of best; as 
always before. And the outcome of it all was that we had been 
asked to take part in a huge torchlight procession that had been 
organised in Windsor : that torches had just been sent for, but that 
these would probably be not more than enough for the volunteers. 
Young and I got Moss to sew our art muslin together. We nailed 
it on to a goal post and launched it from the top tower window. It 
was a symphony nine feet long. 

At 8.30 we paraded in school yard for three quarters of an hour. 
We formed fours and manoeuvi'ed and waited until the rest of the 
procession was ready for us. 

Then out we filed, making with the rest a procession that must 
have been a good mile long, some people say more. 
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Our course was through Eton and Windsor to the Long WaBc 
and up that glorious approach to the castle opposite the Long Walk. 

At one point the crowd was tremendous and was quite as much 
as the police could manage. (London could not spare many special 
ones to come down.) 

You have heard me before on the Windsor crowd, but last night 
it sxirpassed itself. The men were reeling drunk and the women 
offensive and gross beyond words. 

It was a good thing that it was Mafeking and not the Royal 
Borough of Windsor that was besieged. 

Dundas went on leave to London and told us of the state of 
things there. It is evident that the whole nation has gone in for 
what we call at Eton an organised rag. The papers call it a “ fervent 
thanksgiving from the heart 

I do not think that we are quite such hypocrites here. Most oi 
us know that Mafeking is a glorious pretext for a whole holiday 
and for throwing off all discipline. We do not break windows 
because we are mad with joy, but because we think that under the 
circumstances we can do so with impunity. 

But to return to the procession. We marched up into St. 
George’s quad and it was there a really fine sight. The whole 
procession came up into it and the huge square was packed and 
seemed to be sown with torches. 

We manoeuvred a little and then swung past underneath the 
Queen, who was seated in the same window as on the occasion of 
the birthday celebrations. In darkness one could not see more than 
her outline. Our shooters really inarched past extremely well and 
then we sang the first verse of C^od Save the Queen. We returned 
the same way as we had come and found the crowd much as 
ever ; perhaps a little hoarser and rather more drunk. 

The town of Windsor is the fungus on the Royal Oak. 

We got back to school yard at ii.o and not to be done out of 
“ knavish tricks ” and confound their politics ” wc tried with the 
remains of voice still left to us to sing all three vcises. As for the 
procession itself, I necessarily saw very little of it, but amongst a 
judicious blend of fire brigades and Church Lads’ ditto, I saw an 
impossible vehicle which called itself an ambulance, and the inevit¬ 
able “ decorated ” motors and cycles. 

Decorating a cycle consists in hanging two Chinese lanterns over 
the handlebars and swathing the wheels in paper until they will 
only just go round. 

. . . On Friday I saw the Qiieen better than 1 have ever seen her 
before. She drove past just as we wcie going into school and though 
it was quite cold, she was veiy little wrapped up. She is very like 
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her |>iK>togr2iphs, but, doubtless owing to the coldness of the day, 
her ijose was unfortunately red. 

. . . The squash racquet courts . . . have been c^n this 
week. . * . 

I find it an extremely good game and, though I am still putridly 
bad I played on Wednesday, Thursday, Friday and Saturday last 
week. [In the previous term he had been in the finals of College 
Fives.] 

I have enjoyed Richard Feverel immensely. It is my first 
Meredith and I find it quite different from anything I have ever 
read. When I am reading it I get absorbed in a way that is not 
very usual with me. Is Meredith one of those dreadful people 
who think that a happy ending is inartistic ? 

X is as usual. We have not yet succeeded in probing the depths 
of his ignorance. It must, I think, be bottomless. 

. . . For Sunday private my tutoi read us Macaulay’s descrip¬ 
tion of the siege of Londonderry. The political consequences of its 
fall would have been much the same as those that would have followed 
the fall of Ladysmith. The siege only lasted about half as long as 
the siege of Mafeking, but the extremities to which they were reduced 
were terrible. 

I expect that we shall find that Mafeking has been veiy much 
worse than we have heard. . . . 


J. Mn Keynes to Dr, J, Jsf, Keynes^ syth May igoo 

I went to Queen's Eyot Club for the first time on Thursday and 
again yesterday. It is most excellent and I have come to think now, 
not a bit too far. We got our tea there, eggs, bread and butter and 
marmalade for a very small price, and there are innumerable other 
varieties of refreshment. They will eventually make it quite a 
palatial and a large permanent building, bathing and every kind 
of convenience. It is a great thing to have an objective in one’s 
rowing, and the appetite you, of course, acquire on the way. , . . 
I forgot to mention one incident of Mafeking Day in my last letter. 
The College subscribed to send a telegram of congratulation to B'-P, 
and it was couched in the following termsTogati Etonienses 
Obsessis Gratulantur. Later in the day an official document 
was received saying that no cypher was allowed. . . . This week 
1 have read dc Qpincey’s Confessions, I have enjoyed them 
so much that I think I sliall read anotlrer volume of his 
works. 
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Jf. M. to Dr, J* ICejmes, st^tk Jim r$o0 

... I began the Ring and the Book to-day aiid have fead 
about half the first volume. It goes without saying that I like it 
immensely. . . . 

J, M. Keynes to Dr. J. Keynes^ ist July xgoo 

... I have finished the second volume of The Rmg and the Book. 
It is a grand poem. 

Maynard’s love of good literature was sustained through life. 
During the last hectic years of his great American negotiations^ 
he read himself to sleep on Elizabethan authors. He was fond 
of poetry and of reading it aloud, which he did with feeling. 
I remember coming into his rooms in the autumn of 1922, to find 
that he was reading aloud The Waste Land by T. S. Eliot, a poet 
of whom I had so far not heard. His reading was intelligent and 
moving, and served to win one’s admiration for this strange new 
form of expression. 

Maynard’s mind jumped very quickly from thing to thing; 
the emotion of a moment before could be banished completely. 
There was some special quality in his constitution which allowed 
him to terminate one phase of feeling abruptly and redirect his 
mind to something else. This quality may be a key to his success 
in life. He had a heart, without which it is impossible to be a 
great man. But by reverting to an intellectual interest he could 
always terminate his heartache quickly. 

And so we need not think that the schoolboy’s pleasure in 
poetry was any less genuine because, all at once, the future 
statistician comes to the fore. The letter proceeds to give us 
some interesting information. 

Ibid. 

... I made some investigations the other day about the com¬ 
parative lengths of some long poems. This was among the longest, 
but I was surprised at the results on the whole. 

The longest is W. Morris’s Earthly Paradise^ which comes approxi¬ 
mately to 40,000 lines. 

Then Spenser’s Faery Qyeen (35,632), then in order. The Ring 
and the Book (21,116), Canterbury Tale? (17,386), The Iliad (15,692), 
Dante’s Divine Comedy (including Paradise, Purgatory, and the 
Inferno) (14,408), Hudibras (11,445), Paradise Lost (10,665) 
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the Aeneid (9,896)* I did not look at the Odyssey. I should put it 
down at eleven or twelve thousand. 

This term he won the Senior Mathematical Prize. 

We have seen that from the beginning he established good 
relations with his contemporaries. He gained universal respect, 
and also affection. Men of genius or of great brains or in other 
ways out of the ordinary are often ragged at their public school — 
even at Eton ! There was not the slightest hint of anything of this 
sort in Maynard’s case. 

Although his eminence was recognised, his exceptional matur¬ 
ity must have made him seem a little unusual to the schoolboys; 
and so at the end of his third year, he did not come out first in the 
esteem of those immediately above him. 


J. M, Keynes to Dr. J. jV. Keynes^ 2gih July igoo 

. . . the elections to College Pop took place last night and the 
only person in our election to get in w^as Dundas. I regarded him 
as almost certain all the time. 

There arc two vacancies left to be filled up next half. 

Robert Hamilton (Robin) Dundas was one of his greatest 
school friends* His Eton friendships were fervent and whole¬ 
hearted* Within his own election there was a group of boys who 
were usually in the same form and had many interests in common. 
Their names occur over and over again in the letters. 

Robin Dundas was a curious blend of Scottish puritanism and 
modern emancipation. He was often daring in talk, but one 
was conscious of a background of strict principle. His style of 
speaking and writing was lapidary and terse in the highest degree. 
He could single out one epithet, telling and often funny, which 
admirably summarised the complex character of a friend. He 
corresponded largely by post-card, partly out of an ingrained habit 
of Scottish carefulness, but also because he could say things on 
a post-card for which others would require four pages. Since he 
has published very little, it may be permitted to place on record 
one instance of the literary power of this remarkable friend of 
Maynard’s school-days. He had to announce in an after-dinner 
speech the death of two Christ Church men by an accident, and 
then two suicides. 
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Extract from Speech at Censors'' Dinner; Christ Churchy December 

Those two were cut off by an accident of the body; and then 
there were another two who perished by an accident of the mind. 
The young of this generation are apt to expect much of life, and to 
be impatient if what she has to offer falls short of their hopes; these 
carried their impatience into action. 

Dundas believed in blunt speaking; indeed it is rather 
amusing to think of these two great past-masters in the art of 
rudeness cronies together at school. Were they armed against 
each other’s shafts ? They had very different styles of rudeness. 
There was something freezing and terrible about Maynard’s; it 
was employed selectively against victims deserving punishment; 
and it punished. It was not usually meant to be unforgivable, 
but was often not forgiven. 

Dundas’s rudenesses were more frequent, and sometimes 
served, curiously enough, as a bridge to fnendship. A new 
acquaintance, finding himself suddenly bulTeled by apparent 
insults, would encounter the regard of kindly grey-blue eyes in a 
finely chiselled Roman face. They seemed to be well-intentioned 
and to plead: ‘‘ I am only telling you the truth; after all, that 
is the best mode of intercourse; why beat about the bush ? ” 
His manifest friendliness would lead to quick forgiveness; but to 
have forgiven a man is already to be in an emotional relationship 
with him, much more intimate than can usually be achieved by 
the normal small talk of first meetings. 

These two did not maintain close contacts in later life. Dundas 
went to Oxford, as a Scholar of New College, and has spent his 
life as a tutor in Greek History at Christ Church, He has been for 
many years a pillar of that college, succeeding by his industr>^ and 
shrewd insight in getting to know far more of the characters and 
problems of undergraduates, whether his pupils or not, than most 
dons can achieve. 

Best friend of all was Bernard Swithinbank. Tall and hand¬ 
some, he had finely moulded features, well covered in youth, 
later revealed in their full dignity as he grew leaner. He was an 
elegant, even exquisite, schoolboy; not voluble in talk and of 
quiet habit of mind, he chose his words with precision and enun¬ 
ciated them caressingly, so that what he said about books or life 
seemed to have a quality of mellow and easy judgment. He had 
independence of mind and character, taking nothing on trust. 
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His unassuming and gentle self-confidence diffijised an atmosphere 
in which the schoolboys felt themselves already arbiters of taste. 
To Maynard’s boyish enthusiasm he seemed a veritable king of 
men* 

Throughout Ixis life the claims of friendship came first with 
Maynard, When Swithinbank went to Balliol College, O^dford, 
Maynard made tremendous attempts, by letter and interchange 
of visits, to keep alive their communion of soul. He introduced 
Swithinbank to his new friends at Cambridge. When finally in 
1908 Swithinbank decided to take service in Burma (where he 
had a distinguished career, rising to be Commissioner of the Pegu 
Division, 1933-42, and afterwards adviser to the Secretary of 
State in London), Maynard regarded the prospective separation 
as a calamity, Lytton Strachey thought fit to send a telegram to 
him in the Orkneys to convey the doleful news. Maynard took 
prompt action : 


Telegram from J, M. Keynes to B, Swithinbank^ a,m. 22nd 
September igo 8 

My dear Swithinbank. Great Congratulations.^ I do hope this 
quite alters your decision. Please stay in England. You will I am 
sure regret it otherwise. Perhaps this telegram unnecessary but 
please stay in England. There is no doubt you ought to and decision 
is irrevocable. Please telegraph to me. Keynes. 


Telegram from B, Swithinbank to J, M. Keynei^ iiy a.m. 22nd 
September igo 8 

Sorry but 1 do really want to go to India if medical allows. 
Really want to fixedly but if 1 fail will wire. Swithinbank. 


Telegiam Jiom J, M, Keynes to B, Swithinbank, 5 p.m. 22nd September 

1908 

You sec evident horrors of England too clearly but greater 
horrors of India are for you in a mist. Although doctors pass you 
I doubt your health and strength standing it. Forgive importunity. 
Do stay. I am sure you can be happy in England. 

' He was elected fourth in the Civil Service Examination, which gave him the 
opportunity to opt for the Home Civil Service. 
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YiUfftumjrmfi B. Swithmlmnk io M* i^M* September 

Please don’t trouble about me any more. I am decided. 

It is nice to have friends who really want you. That these tele¬ 
grams still exist, kept by the two friends independently of one 
another, is a tribute to an Eton friendship. 

Then there was Dillwyn Knox, the most brilliant of a family 
of brilliant brothers.* A superb classical scholar, he was head of 
his election to Eton at the age of twelve, and afterwards scholar 
and then Fellow of King’s College, Cambridge In this case 
Maynard was able to maintain his friendship at King’s. Dillwyn 
was a loyal and true friend. Lean and light of build, he achieved 
his scholastic success so easily, that his mind had plenty of leisure 
for pleasant nothings. Often rotting and ragging about, with a 
touch of inconsequence, always with a new limerick, witty and 
sharp, he could be relied on to amuse and charm, and to prick any 
bubble of pomposity in friend or foe. His first-rate brains were 
enlisted in his country’s intelligence service in the First World War 
and afterwards, to the benefit of the nation, but to the detriment 
of literature and scholarship. 

Granville Hamilton (afterwards Proby), good-looking and 
charming, was of aristocratic connections. Maynard had an 
especially warm spot for him. In later life he was Clerk to the 
House of Lords for thirty years, Lord Lieutenant of Huntingdon¬ 
shire and an antiquary of repute. Gerard Mackworth Young was 
a boy of parts and presence, a scholar and of the world. He also 
went on to King’s, and subsequently achieved two distinguished 
careers, one in the Indian Civil Service (Secretary, Army Depart¬ 
ment, 1926-32) and one as a writer on antiquities and Director 
of the British School at Athens (1936-46). By a coincidence he 
was concerned at Athens with the publication of the remains of' 
Humfiry Payne, one of the best archaeologists of his generation 
and pupil of Robin Dundas. Thomas Balston, elected second to 
Knox at Eton, was of the group, afterwards a distinguished 
writer and a publisher. Among these the tone was secular; but 

^ Momigtior Ronald (Ronnie) Knox, author of Studies tn the Liieiature of Sheiiod 
Hdmes (republished in Essays m Satire, Sheed and Ward, 1923), and of more 
s<Tious work, wittiest President of the Oxford Union within living inernory, translator 
<jf the Vulgaii ; E. V. Knox (Evoc), editor <£Punch ; the Revd, Wilfred Fellow 

of the British Academy, Fellow of Pembroke College, Cambridge, author of important 
contributions on Hellenistk Judaism and early Christianity* 

P 
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religion was represented by R. H. Lightfoot^ who became a very 
learned divine and Professor of the Exegesis of Holy Scripture at 
Oxford, He did not hesitate to remind his boy friends of their 
common human frailties. He was supported by J* M. Duncan, 
less learned in theology, but severer in his churchmanship, and 
deeply interested in ritual. Then there was W. Hope-Jones, who 
returned to Eton, where he was a beloved house-master and tutor 
in mathematics, and at the same time made learned contributions 
in one of Maynard’s fields of interest — statistical methods in 
biology. Among the next election Maynard was especially fond 
of Daniel Macmillan, publisher of this volume, who followed 
Swithinbank to Balliol. 

These urbane and scholarly young men were impressed from 
the beginning by Maynard’s great ability and his touch of genius; 
as his reading progressed he began to acquire a reputation of 
omniscience. Were they a little frightened of him ? It does not 
seem so. After all, they were redoubtable people themselves. 
And he was essentially companionable, as Dr. Keynes had 
recorded; he was ready to appreciate all forms of fuU and was 
himself an unfailing fount of amusement. Were his opinions ill- 
regarded ? He was, of course, a Liberal, but so were some of the 
others; it docs not appear that his political views were extreme. 
Religion was more dangerous ground. Indifference was no doubt 
then prevalent ,* but the serious-minded Christians soon grasped 
that his free-thinking went deeper. 

Sayings of his are remembered. Duncan having affirmed that 
Dissenters could by no means gain access to Heaven, Maynard 
was bound, if only having regard to his Congregationalist up¬ 
bringing, to take up the challenge. Duncan had finally to suc¬ 
cumb to his reasonings. 

Duncan: ‘‘Anyhow they won't be admitted to our kind of 
Hea\ eii.'’ 

Keynes: “Yes, but what we want to know is whether they 
will be admitted to our kind of Hell.” 

Or again : “ I wish I could be the Angel of Death. I know a 
good many people I should gladly put out of the way.” 

Despite the glories of her seventeenth-century pulpit, the 
Church of England has for a long time sadly neglected the art 
of preaching. If Maynard had doubts, what he heard at Eton 
was not likely to lead him back to the fold. 
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J, Mf Ktymm to Dk jf, X. Keynes^ fj^th November i8gg 

. . . This morning t have heard a sermon which, putting my 
hand on my heart and without hesitation, I can call the worst I 
have ever had inflicted upon me. Sermons may be dull, but you 
can sleep; sermons may be old, but you can sleep ; but this — there 
is no parliamentary language in which I can express my opinion of it. 

I sat and writhed for twenty-five minutes. . . . 


J. M. Keynes to Dr. J. JV*. Keynes^ ^th March igoo 

. . . We had inflicted on us this morning another old reprobate 

in the person of the Revd.-. It was a revolting performance 

and an insult to the congregation. It is enough to make one think 
that the Church is the refuge for those who cannot preach. 

They ought at least to make him an archdeacon at once. He 
has got all the qualifications. . . . 

J. M. Keynes to Dr, J. jV* Keynes, jyth February igoi 

, , , This morning an atrocity was perpetrated in the pulpit, a 
revolting and merciless atrocity in a loud voice. The criminal was 

the Revd.-. [This preacher was subsequently elevated to a 

bishopric which he held for a great many years.] 

But Maynard was not blind to true merit. Those who remember 
the beautiful sermons of Robert Hugh Benson, later converted to 
the Church of Rome, will recognise Maynard's discrimination. 

J, M, Keynes to Dr, J, K, Keynes, 2yth February igoi 

. . . Last Sunday we had an extremely good sermon from 
Benson’s youngest brother. He is a real orator. He has joined some 
brotherhood in which one gives up one’s earthly possessions and goes 
about preaching. I thought that he would preach well as soon as 
I saw that he had not brushed his hair. . . . 


J, M, Keynes to Dr, J, JV, Keynes, loth March igoi 

I suppose that you have seen that Ford ^ has got the Headmaster^ 
ship of Repton; he will, I think, be a great loss to us. He is 
quite the best preacher wc have and has been of late one of the most 
conspicuous figures among the masters. . . . 

' Later Head Master of Harrow. 
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Pretty as a child, Maynard could not have been called hand¬ 
some at Eton. He always had an interesting face. The lips were 
thick. If one added the inevitable epithet sensual that would 
not convey quite the right impression, for sensual lip are lazy 
lips. His were highly sensitive and expressive. They came into 
play to an unusual extent when he spoke, rounding and modulat¬ 
ing the words and seeming to give them a thoughtful emphasis. 
He grew a small moustache, which he retained through life. His 
large dark-blue eyes were very beautiful — steady, direct and 
full of kindness and wisdom* 

These features were but the vehicle for the constant play of 
expression, animated and intelligent, and above all there was his 
sense of fun, seldom absent for long. Then at once his face became 
irradiated. He had a broad smile, the eyes sparkled and the 
eyebrows arched upwards. Little wrinkles at the corners of his 
eyes appeared. Seldom can a face have expressed a sense of tire 
ridiculous so completely; and as he went about the world, he 
was, luckily for his friends, always finding matters worthy of 
ridicule. But there was nothing censorious or caustic about his 
facial comment; it was all pure gaiety and impishness. Certainly 
he had a very charming and interesting face. Strangers noticed it 
in a crowd. He was quite unlike anyone else. It was sympathetic, 
communicative, winning. 

He was tall; at school he was thin, but filled out later. He 
sometimes walked with a slight stoop. His motions of body were 
animated. He moved quickly about the room, tidying or adjust¬ 
ing or dispatching business in hand with speed. But then he liked 
to settle down on the sofa with his long legs outstretched, and his 
attitude became one of complete repose. There must be no 
discomfort that might impede the interchange of ideas, which was, 
after all, the main pleasure, perhaps the main object, in life. 
How would he have described his own hands ? They were smooth 
and the fingers long and delicate. He had a habit of tucking each 
hand into the sleeve of the arm opposite, so that they became 
invisible. Thus he completed the sense of repose, like a cat with 
her paws tucked up under her. 


3 

The summer of 1900 found the family at Tintagel again. 
Maynard was reading Lecky’s History of the Eighteenth Century^ 
which had a “ great attraction for him He suffered from an 
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Attadc of bigfa fever and iater from a bad knee, which was deemed 

to be dnc to it 

In the Michaelmas Half he was up to Luxmoorc; the friends 
ri^arded him as ** quite the nicest master ’’ they had been up to. 
At the same time he was doing European History from 1509 to 
1603 with Marten. Arguments were beginning about the extent 
to which he ought to specialise in mathematics. Mr. Hurst, his 
mathematical master, wanted as much of his time as possible, 
while Mr. Lubbock pleaded for his other interests. On the whole, 
Mr. Lubbock, aided no doubt by Maynard himself, seems to have 
got the better of it. But Hurst was jealous, and Maynard, when 
doing some other bits of work, trembled at the probable dis- 
pleasure of Hurst when he should get to know. 


J. M. Keynes to Dr. J. jV*. Keynes, 21st October igoo 

I am enjoying all my w ork now, and Lubbock says that my verses 
have greatly improved, but to really get on in Classics I ought now 
to do a lot of private reading. 

It would be very pleasant getting through one’s favourite 
Classical authors in that way, but it is absolutely impossible as well 
as Mathematical extras. 

Like you, I should not mind thirty-six hums a day and fourteen 
days a week, etc. etc. . . . 

Games meanwhile were continuing. 


J. M. Keynes to Dr. J. jV. Keynes^ 14th October igoo 

I played Wail Game on Monday under such conditions as 1 hope 
never to have to repeat. 

The sun was blazing and the day more than reminiscent of 
summer, and yet we went and played a fairly hard Wall Game. 
I have never felt so bad in my life. I was of course dripping with 
sweat, but it was the absolute exhaustion and inability to breathe 
that was so awful. . . . 

On the next day I played in Mixed Wall in similar weather 
conditions, but we knew what we w^ere in for and played slackly so 
that I got nothing worse than horribly hot. 

He got some boils on his knee, perhaps connected with his 
holiday ailment, recovered, played another Wall Game, and then 
got boils on his other knee. The doctor said that his blood was 
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not in good condition, but did not think him un6t to carry on 
with the Wall Game, and by the end of term he had wort his 
College colours. His mother has since been somewhat doubtful 
of that doctor’s verdict, and felt that the terrific strains of this 
formidable game may have done permanent injury and been a 
remote cause of his later heart troubles, which were to prove 
fatal. 

He went home for Long Leave, 


Extract from Diary of Dr, J, jV. Keynes^ i 8 lh November jgoo 

Much enjoy having Maynard with us — in capital spirits bright 
and intelligent as he always is. Mr. Lubbock came up for the Greek 
play — says he considers Maynard safe for a first class in Classics if 
he reads Classics. He evidently thinks very highly of the child. 

If Maynard’s classics were good, so also was his history. He 
was first in his division. In the later part of this half, he competed 
for the Richards English Essay Prize. The subject was given out 
a couple of weeks in advance. On this occasion it was the character 
of the Stuarts. ‘‘ I cannot say that it is a very congenial subject.” 
On 25th November an essay on it had to be written in the School 
Library between the hours of 9.0 and 12.0. Maynard covered 
twenty-two pages; his handwriting was small. He won the 
prize. 

At the beginning of the Lent Half, Maynard was elected to 
College Pop, 


J, M, Keynes to Mrs, J, N Keynes^ syth January igoi 

Last night I was elected to College Pop and next Saturday I 
make ray maiden speech that “ Women are more fitted to rule than 
men 

I have just this morning received the rules to put up in my 
room framed in purple riband, . . . Wc are, I believe, to have a 
general post in the way of food in Hall under the auspices of the new 
Bursar, 

Irish stew and veal that is tottering on to the verge of beef arc 
to be among our weekly items. 

There is also talk of a pennanent early breakfast such as we 
have during trials, a hot roll and butter and tea for early school. 
This will be a real boon. My first attempt at making mustard has 
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beat too soiid; I shall probably go tp the other extreme next 
time. * . . 

I am going to take the Daily Mail this half. This is a great 
sacrifiee of Principle to Pocket, 

He was playing fives “ almost every day 


J, M, Keynes to Dr, J, JsT, Keynes^ 26th February igoi 

I was given my Lower Boats yesterday and have got an oar in 
the St. George. . . . This is a great surprise; I thought I might 
have had some slight chance of getting them next 4th June, but not 
the smallest hope of getting them this half. 

The colour is white with narrow magenta stripes. 

The economiser and the economist both appear in the following 
letter: 


J. M. Keynes to Dr. J. J\f. Keynes^ yd March igoi 

Last night I put up a motion in Private Business in College Pop 
but was defeated by one vole. The facts were these : a fine of 6d. 
is exacted for every article left in Reading Room after 9.30. I left 
a pair of fives gloves and a double fine of is. was demanded of me. 
I held that a pair of fives gloves only constituted one article within 
the meaning of the Law. I was surpiiscd at so nearly winning as it 
is almost impossible to make the House pass anything which will 
diminish its revenue from fines. Personally I don’t think it good 
policy to make fines a source of revenue; it is an extremely vexatious 
form of indirect taxation and one which involves considerable trouble 
in collection. Quite a large amount of money is obtained in this way, 
but I should prefer a fixed subscription in lieu of fines. 

Towards the end of this half it appealed that rowing, despite 
his enthusiasm, was getting too much of a good thing. The matter 
was happily solved in the following half. 


J. M. Keynes to Dr. J. N. Keynes^ 12th May igoi 

This afternoon I was given an oar in Monarch by the Captain 
of the Boats. This was at my own request as I had had it conveyed 
to him that I wanted it. It is nominally the first boat on the river, 
but it is generally recognised as the home of bad oars* Apart, however. 
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from slight opprobrium it is bllm^ Ont h^ all the advantages of 
wet bobbing without any of its disadvantages. 

One has all the privileges of a member of Upper Boats, sliding 
seats, bathing oflf Boveney, ctc., and no races. One behaves exactly as 
one would in Lower Boats except that one has no bumping races. 
These are never things to look forward to, and it is particularly 
fortunate to escape tlxem as they immediately precede the Tomline. 
[The principal Mathematical Prize at Eton.] 

One, in fact,— to begin one more sentence with “ one — buys 
cultured ease by giving up ambition. 

There are three other Collegers in the Arky as it is familiarly 
called: Gaselee, who got it at his own request two years ago; 
Mavrogordato ; and Olphert, who has got it at his own inquest this 
year. 

... By the way, I have got the Holiday Task Prize. So has 
Dundas in the division l>eIow; he spent the holidays reading it 
through carefully three times. 

He won the Tomline, getting 437 out of 620 marks, the next 
man with 336. Dilly Knox, although primarily a classic, and a 
very outstanding classic, was in for it. 

J. M, Keynes io Dr, J, N, Keynes^ gth June igoi 

Knox shows liis work up in a most loathsomely untidy, unintel¬ 
ligible, illegible condition . . . 


J, M, Keynes to Dr, J. J^, Keynes, i§th June igoi 

I am most surprised that Knox is only fourth; I am sure that he 
really has more mathematical ability than Bailey or Jones. These 
three were very close together and Knox seems to have been undone 
by his mechanics and his want of lucidity; especially, I think, the 
latter. He has got one of the most confused brains 1 have ever 
come across. Even in conversation he is wholly incapable of express¬ 
ing the meaning he intends to convey. In addition to this he is 
quite abnormally untidy in his work and always forgets to write 
down the most necessary steps. 

This is an interesting commentary on one of England’s most 
illustrious ‘‘ intelligence experts There is corroboration for it. 
Knox’s ideas came crowding into his mind in an untidy and 
confused jumble — all was seemingly chaos; in a Cambridge 
court he might be seen to pause midway on his course, and it was 
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wdl that Jib train of thinking had then become so confiiscd 
that he did not know where he was or what he was doing. He 
remained stock for a long time until he had sorted matters out 
with himsdf. Perhaps it was precisely this shower of irrelevant 
ideas impinging on a brain of the very highest quality that pro¬ 
duced mch successful results, 

M. Keynes to Dr. J. M. Keynes^ i6th June xgoi 

Hawtrey,^ as perhaps you saw, was eighteenth in the Matlie- 
matical Tripos, Dyer ~ whose pupil he was — is very disappointed 
and thinks he ought to have taken a very high place, and Hurst holds 
him up before me as a dreadful example of a person who has tried 
to do too many things. 

Maynard added that he thought that Hurst was wrong in holding 
that Hawtrey had “ lost his soul in knowing something besides 
Mathematics 

There was an institution at Eton called ‘‘ Private Business 
at which tutors gave some special instruction, rather in the 
university manner, to two or three pupils. There were also 
“ Sunday Privates This half, Mr. Lubbock chose for study 
some translations which had been made by Dr. J. M. Neale of 
the poetry of St. Bernard of Cluny. They interested Maynard 
greatly. By his discriminating choice, Mr. Lubbock kindled an 
interest in Maynard’s mind, which was to occupy much of his 
spare time during the remainder of his spell at Eton and after¬ 
wards at Cambridge. 

Extract from Diary of Dr. J. JY. Keynes^ 22nd June igoi 

Maynard for long leave. Mediaeval Latin poetry is now one of 
his hobbies.2 

A year later he read a paper on St. Bernard to the Literary Society. 

J. M, Keynes to Mrs. J. K* Keynes^ 2nd May igo2 

I read my Bernard tomorrow night at 8 p.m. Ramsay is ill — 
pneumonia I believe — and Luxmoore is taking the Society under 
his wing until the recovery of the Ram. 

* lliifi is Mr- R. G. Hawtrey, the famous economist. 

2 That autumn he was set to write a Latin hymn based on the B^th Psalm — as a 
punishment for being late for prayers! So he wrote two versions. 
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When I announced my subject he exclaimed Oh ! That is my 
subject* I once read a paper on him.’* Whereat I was greatly 
abashed for be is a rare one to contradict* Fortunately he had ims** 
heard me. It was Bernard of Clairvaux that his paper treated* 

In an obituary notice of Stephen Gasclee in the Proceedings of the 
British Academy^ Mr. Andrew Gow wrote: “ He is remembered 
... to have read a paper to a school society on the De Contemptu 
Mmdi of Bernard of Morlaix ’*. Keynes at once took the matter 
up with him. It was he, not Gaselee, who had read the paper.^ 
At the end of this half Maynard won the Chamberlayne 
Prize, consisting of ;^6o a year for four years, for being first in 
the Higher Certificate Examination. He was first in mathematics, 
first in history, and first in the English essay. 


Mr. Lubbock to Dr. J. N. Keynes^ 2nd August igoi 

I must congratulate you once again on your boy’s very excel¬ 
lent performances; and nothing about them is so admirable as 
the way in which he takes them. He rates prizes at their proper 
worth, is glad to get them, but fully recognises that they are only of 
secondary consideration and importance. I am sure he will go far. 
He seems to have the power of being interested in everything and at 
the same time he seems incapable of doing anything in a dilettante 
manner. . . . 

I confess I was fairly dazzled by the actual result. It is an extra¬ 
ordinary performance. He certainly does command success to an 
amazing extent, but then no one ever deserved it better. His way of 
accepting it is characteristic ; just as quiet, frank and modest as ever, 
enhancing all the pleasure his successes give one. 1 hope he has 
not overdone himself and am glad to think of him beginning a com¬ 
plete rest. . . . 

This time the family went off to Switzerland. 

* Pr&mdtngs of the British Academy (1943), p. 442. Mr. Gow obtained his informa¬ 
tion from a notice by Mr Ramsay in the Cambridge Review He himself drew my 
attention to his mistake, a,nd added, “ In justice to myself I may say, as I said to 
Keynes, that when I questioned Ramsay, he professed doubt as to whether Gaselee 
read the paper when at school or as an old boy. I then made enquiry from the 
Minute Book of the Essay Sfxiiety (which proved to be lost) and had the files of the 
Eton College Chronicle searched without result; and therefore wrote not ‘ he read 
but * he Is remembered to have read *— which was strictly true,” Mr. Ramsay’s 
inaccurate recollection was no doubt due to his illness, Mr, Gow may be credited 
with a scholar’s care in this matter, although whether what he wrote was strictly 
true ” must depend on the philosophical theory of the meaning of the word 
“ remember 
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Hi$ last year had the usual pattern of those of successful 
schoolboys, first a blaze of triumphs, and then a period of more 
leisure—aristocratic dignity, living in the school rather as in onc^s 
own fine country house, and co-operating with one’s friends in 
running it. 

In a letter to his father he gave full details of changes in the 
teaching arrangements at school and proceeded : 

J, M. Keynes to Dr. J. N. Keynes^ 22nd September igoi " 

The Old Boy * thinks that within the next few years there will be 
considerable state re-organization in secondary education and that 
very critical examination will be made into the Public School 
system. So he is endeavouring to bring Eton up to the scratch. He 
has been dilating on this subject both in his address to sixth form and 
in his sermon to-day. 

In College also there have been changes. We are going to have 
hot suppers three days a week and the old hags who gather up the 
remnants in Hall have been abolished. They have, I believe, been 
given almshouses to comfort them. 

The Bursar is going to meet sixth form this week for them to 
suggest any further changes they desire. 

This half he still had before him the task of winning a scholar¬ 
ship at the university. 


J. M. Keynes to Dr. J. N. Keynes^ ^th October igoi 

Mr. Marten and Hurst have within the last two days been urging 
me to go up for Trinity instead of King’s. The latter wanted to know 
if you would be coming to Eton any time soon as he would like to see 
you about my work. 1 promised I would write and forward his 
remarks. 

Hurst’s case is briefly this ; 

He says that my having won the Chamberlayne puts a different 
complexion on matters; now^ that I have that, it would not so much 
matter if I only got a minor or exhibition at Trinity. His reason for 
wishing me to go to Trinity is that he thinks that Mathematics arc at 
rather a low^ ebb at King’s. They do chiefly Classics and Science 
there. 'Fhere are not many doing Mathematics; BciTy is entirely 
pure and I should have to go elsewhere for my applied. I should not 
get a mathematical atmosphere. 

' The Head Master. 
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It fe my very strong impression that ho thinks that if I go to 
King’s I shall be drawn from Mathcmatia altogether. Marten’s 
reason was but a small one; he thinks that my History might count 
for something in the Trinity general paper. 

For myself I still think that I would rather go to King’s. I have 
been imagining myself going there for same time and it is difficult to 
dispel “ a fixed idea Besides, Trinity is altogether too risky. 
Lubbock has written to, I think, the Provost of King’s, to find out 
whether the Chamberlayne is tenable with an Eton-King’s scholar¬ 
ship. 

If it is not, that is, I admit, a great argument in favour of 
Trinity. . . . 

J. Af. Keynes to Dr, J, X. Keynes^ r^th October igoi 

Lubbock has definitely heard from King’s that the Certificate 
Scholarship is tenable as well as an Eton scholarship. 

In the debate on the new system I spoke and voted against it. It 
is not of course by any means entirely bad, but I think there is a good 
deal to be said against it. Next Saturday I am opening a debate in 
which I am to abuse the Stuarts. I put up this debate chiefly 
because Hamilton is opposing. It is a subject upon which we hold 
very different views and it ought to make an amusing debate. I took 
History Extras chiefly because it does not really take much time and 
is a pleasant change from the flood of Mathematics. I rather wish 
now that I had taken Pindar. 

Hurst has said no more about Trinity; Lubbock would very 
much prefer me to go to King’s and I would rather go there myself; 
so don’t you think we had better definitely decide on the latter? 
Hurst still does not want me even to take the Classical papers. He 
says he thinks they may tire me for the Mathematics. His jealousy 
of Classics is most curious and interesting. What do you think of 
Kipling’s grotesque effort in yesterday’s Tims? What is ‘‘ the 
imperishable plinth of things ” ? 


J. M, Keynes to Dr, J, X, Keynes^ 20th October igoi 

On Tuesday as you have seen in the Chronicle^ we played the 
masters; I have never been so dissatisfied at the result of a match 
and I was very much annoyed at our being beaten, . . . 

The letter in the Ckronkk was by Turner.* It was most 
thoroughly justified ; in both the Wall Matches one or two of the 


* Mr. J. R. Turner, later Bursar of Westminster Schoc»l. 
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fBastcrt had dispwtijd evory dedsiou of the Umpire m a most up* 
sportsmanlike manner, and it was high time that the matter was 
pubEely called attention to. * . . Yesterday was the first College 
Wall Match against Browning’s scratch. After a tremendous game, 
College succeeded in drawing; I have never enjoyed a match so 
much. I did one hold which I am rather proud of and I am suflS* 
ciently conceited to give you an extract from the account of the 
match written in the College Wall Book by the Keeper: 

At this point Keynes got well set and backed up by Olphert 
and the seconds did one of the best holds I have ever seen, remain¬ 
ing on the ball about eight minutes. . . , I knew he was a good 
holding wall, but I did not know that he could perform such 
prodigies of valour against such gigantic opponents,” 

The walls who were trying to get me off weighed 13, 14 and 15 stone 
respectively, while the three College walls are in the aggregate about 
32 stone. 

At the Shakespeare Society in addition to the Tempest^ we have 
read the Merchant and tomorrow we begin Twelfth Night. I am to 
be Malvolio. 

J. M. Keynes to Dr. J. jV*. Keynes^ 24th November jgoi 

I have entered myself for £j^o at King^s as I want to go there 
anyhow. There is nowhere else worth going to at Cambridge 
which comes on later. And I do not want to go to Oxford at any 
price. 

The half ended in triumphs, which came crowding in on two 
momentous days. He was elected to an Eton scholarship at King’s, 
“ in Mathematics and Classics This was most unusual, Hurst’s 
fears had been unnecessary. 

The Eton Society, commonly known as Pop, is a self-elected 
body of boys, who have responsibilities in the school corresponding 
roughly to those of school monitors or school prefects in other 
places. The qualities which are required for election are those 
which make appeal to the boys themselves — athletics, no doubt, 
and general character; social standing may also play some part. 
These young men govern the school for the time — as they expect, 
many of them, or used to expect, to govern the country later. 
They are in fact our born leaders, people of substance and 
character, men of the world. One or two of the “ book-worms ” 
in College may be among the chosen, but the bias is somewhat 
against them. 
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J* Keynes to Dr. J. N. Keynes^ x^ih December xgoi 

Yoti will scarcely believe me, I have been elected to Pop. I had 
absolutely no idea that I had the smallest chance, and did not even 
know that I was put up. The elections were held to-day, and I was 
told at Hall. Of Collegers, Olphert has also got in. Yesterday also 
was rather a red letter day in my calendar: I got the first news [of 
his scholarship] from a telegram from Dr. James which I found 
awaiting me after 11 .o school. It was sent off fourteen minutes after 
yours, but arrived five minutes sooner. It was very good of him to 
telegraph. They have been very wily in King’s in choosing those 
who cannot come up again, Bailey, Olphert and Young will all 
come up again next year; Hamilton is quite satisfied with ;^6o 
and is still faithful to King’s after a week at Oxford.^ In the after¬ 
noon I played for College at the Field ^ and after the match got 
my colours. I have got it loth, higher than I have been before 
this half. 

In the evening College supper came off. We had a most excellent 
dinner and I flatter myself that I managed the arrangements very 
satisfactorily. 

Your claret was very especially appreciated as being extra¬ 
ordinarily good. 

We had soup, fish, pilaugh, turkeys, partridges, plum puddings, 
mince pies, pate de foie gras, dessert, coffee, with claret, moselle and 
champagne. 

I asked the Head for leave off early school for the rest of the half 
yesterday; he gave it like a lamb.” 

Among his successes, that in the Wall Game was clearly not 
regarded as a merely trivial matter. The following letter, written 
during the Christmas holidays, is characteristic for the fervent 
interest taken in the subject, the critical analysis of the essentials 
of the proposal and the suggestion of an alternative remedy. 


J. M. Keynes to R. //. DundaSy jgth January jgo2 

You seem to have been having a very giddy time at your god¬ 
mother’s ; we have had a comparatively quiet time and I with 
consummate skill have got off all {all mind you) dances. Oh, what 
fair round lies have I told! , , , A little more than a week ago I 
heard from Turner to say that after all he was coming up to King’s 
this term. For God’s sake come thou and do likewise; I add as an 


* But in the end he went to Oxford. 


The other Eton football game. 
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appendix to thk letter many sound and weighty arguments all of 
which you have heard before. 

If you want to drown yourself in the Bosphorus, do so and be 
damned to you. 

If not, I shall think very poorly of you if you cannot overpersuade 
your people to let you come into residence at the Royal Foundation. 

I have seen a good deal of the King’s people this week. 1 played 
bridge with Gaselee and friends a few nights ago (and won a shilling) 
and I play again this week. S. G. had his usual equipment of port, 
cigars and brandy and sodas. 

George Lyttelton is going to revise the Wall rules. 

I have seen the correspondence on the subject, and it seems to 
me that all the changes are of no effect save that concerning hands 
(for the sake of which the whole thing is doubtless being done). 

I cannot enter into details now, but the effect of the new rule is 
practically to abolish the use of hands. 

To this I am strongly opposed ; it means that it will become pos¬ 
sible for a good wall to sit almost indefinitely (unless some new form 
of ruffianism such as slicking * is introduced). 1 told Muggins major 
the suggested rule and he thought that he personally could sit for the 
greater part of the day under these arrangements. It is impossible 
to make the Wall Game humane and one suitable for the newly 
shaved and tender usher; the present form of legalised ruffianism 
is, I think, the best condition under which one can play the glorious 
game. 

I have suggested as a compromise that knuckling and not pushing 
be abolished ; this would, I think, greatly reduce the ruffianism and 
at the same time leave the game fundamentally the same. It is a very 
important question, but more of this anon. . . . 

Prizes at Eton took the form of books, newly bound in calf. 
Maynard’s succession of awards led to much correspondence with 
his father concerning what books to buy. He became restive 
about the calf bindings. It did not escape his lucid mind that, 
if one is gathering books together with limited resources, the 
expenditure of a substantial fraction on new calf is not the best 
way of building up a fine library. Mr. Lubbock, at his suggestion, 
persuaded the head master to change the rules. 

In the market-place at Cambridge a certain Mr. David, 
who ultimately became famous, had a stall in which were to be 
found old and rare books. From the age of twelve Maynard 
frequented it. 


* Vi/, kicking or hacking. 
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J, Af. Krynes to J 5 . SwUfdnbank^ 31st Dumber iqox 

I bought an early edition (1820) of Wordsworth’s E^rsion 
yesterday from my second-hand bookseller for i/-. It is a fine large 
paper edition. I had a long talk with him about books, a subject he 
knows a good deal about. 

It appears that I gave folly what it was worth for that Byron. 

It is only some of the shorter poems, whose first edition is of any 
real value. 

I am spending a certain amount of time reading Church History 
for the Newcastle, and am getting a gieat deal of interest out of it. 
I have, I think, a certain bent towards theology. My interest in the 
subject delights my grandfather who is, as I think I once told you, 
a Non-Conformist clergyman. 

I have also been studying some more family history and have 
written a short article on the derivation and spelling for the last 
thousand years of the name Keynes. 

Maynard continued book collecting actively, but economically. 
He sought out products of the Aldine and Elzevir presses and other 
early printed editions of the classics, not usually going above 10s., 
but more often paying much less. He maintained frequent con¬ 
tacts with David. In these early days he inserted a number in 
his books, indicating the order of purchase. These numbers were 
only placed in books of substantial value or interest. From them 
we learn that by the time he first went up to Cambridge as an 
undergraduate in October 1902 he had already bought 329 such 
books. 

Amid this multiplicity of intellectual interests, political 
economy was not entirely neglected. After the death of Henry 
Sidgwick, Dr. Keynes was asked to edit a new edition of his 
Principles of Political Economy, Later in life, Maynard recalled * 
how his father had at this time given him the proof-sheets of that 
volume to correct. 

His last t>vo terms were filled with activities of a kind proper 
to one whose main struggle was over. 

J. M. Keynes to Dr, J, N. Keynes^ 26th January igo2 

I am going to do three extras this half, Lucretius with Ramsay, 
History with Marten and Mathematics with Hurst. For private 
with Lubbock I am to read the Choephoroe of Aeschylus. . . . We 

* At the dinner given him by the Council of the Royal Economic Sociel> on aist 
June 1945, on his retirement from the editorship of the Economic Journal. 
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h^d Ooilege Fop F.B, on Saturday night and I spoke an unconscion- 
aWo number of times. 

I was elected to the Athletic Committee (for making arrange* 
ments about the sports). Butler ^ and I have succeeded in reviving 
the Essay Society. . . . 

J, M, Keynes to Dr. J, N> Keynes, 2nd February xgos 

On Friday the Head demanded of me to choose a speech at a 
moment’s notice; I gained an hour by not going to him, but I had 
the greatest difficulty in finding anything that 1 cared for and was 
at the same time suitable. Finally I produced three alternatives: 
Firstly a passage out of the Pope’s speech in The Ring and the Book 
(suggested in the Public School Speaker), but the Head has always 
consistently refused to allow Browning, and he told me he thought it 
would prove gibberish to the audience; Secondly, ‘‘The Case of 
Rumdrum the Barber ’’ out of The Shaving of Shagpat. This 
he seemed to think not sufficiently conventional. My third alter¬ 
native, however, Burke’s Panegyric on Fox was thoroughly to his 
taste, and that I am to do. I think it is right to at any rate ply the 
Head at first with what is a little less dull and conventional than the 
old, old speeches. 

A cousin of Young’s — of the same name, has come to be an 
usher here, and yesterday I went to tea with him. . . 

This was Geoffrey Winthrop Young, renowned as a mountain 
climber, renowned also later for scaling Alpine peaks after he 
had lost a leg, as well as for great gallantry in the First World 
War, a poet and author of books on climbing, etc. He has kindly 
written out for me his impressions of Maynard at Eton. 

Description of Keynes by Mr. Geoff? ey Toung 

When I went to Eton as a young Master, I heard of Maynard as 
an outstanding mathematical scholar, in College; and I soon met 
him among other sixth-form leaders. But it was at a literary society 
that I first realised him. lie was reading a paper on the later Latin 
poets — of all subjects ! — and he traversed the vast hcM of second- 
rate production with masterly scholarship. His reading had been 
immense, his selection w^as admirable, and wit and some well- 
calculated indiscretions illuminated an astonishingly mature per¬ 
formance. We were listening to something much beyond the range 
of the normal clever sixth-form boy; and the fineness of the delivery 
^ Sii Harold Butler. 


E 
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m a sympathetic voice that never lost through all his life its intimate 
gaiety, contributed further to the effect. . . . 

As a boy he was slim, agile, pale and dark-haired. He had no 
special athletic gift, but he suggested both in movement and talk, a 
keen dark-metal rapier, with light and shadow playing quickly over 
it. ‘‘ A dark ray ”, I once described him. His manner was polished, 
after an older fashion, and very lively: too urbane ever to be thought 
of as a boy’s. The small head was finely modelled; the features 
distinctly ugly at first sight, with lips projecting and seeming to push 
up the well-formed nose and strong brows in slightly simian fashion. 
But the moment the eyes glanced up through long lashes, marvellously 
alive, w'ith depths of almost superhuman intelligence — nothing else 
counted. When the quick gay smile followed, the whole face was 
alight, and it held one by an unusual charm, of sympathy and 
expression. 

Soon after this, his Tutor sent him to me, to practise essays for 
scholarship purposes. . . , His style was already lucid and trenchant, 
and his intellectual grasp in many fields far outdistanced mine. 
We treated essays as bases for discussions. He soon fell into the 
habit of dropping in, one or two evenings in eac h week, at my house 
in High Street; and there in my library we turned up references and 
talked over all things on earth and elsewhere. 

His reading, as I have said, was astonishingly wide already. It 
covered the whole literature in some subjects; and while he read 
quickly he remembered accurately and with excellent selective taste. 
Not only the classics and notable authors, he had explored the 
arcana, and knew more of the private presses and editions and of the 
privately circulated books of authors known and unknown, than 1 
had ever heard of. 

In an attempt to balance his formidable combination of in- 
tellectualism and aestheticism, I introduced him | this was at a later 
date] to the world of open air adventure and of natural beauty, 
using the beauty of movement as a means. In mountain climbing he 
became particularly interested, even for a time enthusiastic. Delicacy 
of constitution prevented him maintaining the practice; which I 
regretted, since it might have kept the balance better. He would 
have mountaineered well. He joined me once in the Alps, and I 
sent him ahead up the Aiguille d’Argentiere, alone with Joseph 
Knubel, while I followed with another rope. I watched him climb¬ 
ing upon the very steep snow and ice slope of the summit with smooth 
security and fine nerve. Obviously he was revelling in every minute 
of it. [In due course wc shall give Maynard’s own version of this 
experience ] Later, on my suggestion, he went on a walking tour to 
the Pyrenees, and wrote to me very critically as one climber to 
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another of the poor technique of one of his companions, and of the 
unexpected speed and endurance he discovered in his brother. 

M. Keynes to Dr. J. jV. Keynes^ gtk February igo2 

Last night the Literary Society (as the Essay Society is technically 
called) had its first meeting and Butler read an exceedingly good 
paper on the British occupation of Egypt. 

We arc to have four papers altogether, the next three from 
Buxton, Swithinbank and Paul (the son of Herbert Paul the 
essay writer). At the close of the proceedings I was elected 
President. . . . 

I have also been elected to the Committee of Management (com¬ 
posed of boys and masters) of the School Stores. 

As far as I can make out I am elected chiefly as a person com¬ 
petent to check the financial affairs. I am finding that, like you, 
when I am appointed to a committee, I am inevitably made to do 
all the work. 

Last week we carried through a good deal of work concerning the 
reform and expurgation of College Library. . . . 

My speech came off yesterday after 12.0 in Upper School; 
clad as to my uppers in dress clothes, and as to my lowers in knee 
breeches and black silk stockings I declaimed some of one of Mr. 
Burke’s orations which I knew by no means perfectly, to an audience 
representative of Eton College, , . . 

On Friday night I attended my first Pop debate on our old friend 
Capital Punishment ”. I spoke twice and find that by now I have 
no modesty when on my legs, even before a strange audience. 

I cannot say that the average of speaking was high. I might even 
go so far as to say that it was low. . . . 

His claim that he had to do all the work ” is confirmed by 
Mr. Hope-Jones, who well remembers the heroic reform he carried 
out in the College Library, a landmark in the history of that 
institution. Mr. C. R. Fay confirms the point with reference to 
Maynard’s undergraduate days. What was so extraordinary 
was that while he seemed to us all to be leading such a lovely 
life, yet he never refused a dirty job.” 

J. M. Keynes to Dr. J. jV*. Keynes^ i6tk March igo2 

Swithinbank read a paper last night on “ Ben Jonson His 
behaviour was typical; though he had several weeks in which to 
prepare it, he did not begin writing anything down until 5.15. He 
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then wrote as hard as he could until 7.0, the hour at which he had 
to read. He had not, however, time to write a peroration; he was 
saved by a great stroke of genius. He read us out the peroration of 
an article on the same subject that he had got hold of. . . . 

Last night the motion in College Pop was that “ There is a 
deplorable spirit of extravagance at Eton It was carried by the 
casting vote of the President; I voted in the minority. 

In the Shakespeare we have been reading Othello. 1 have taken 
the title part. . . . 

Meanwhile the Newcastle was about to come off, the greatest 
of the Eton prizes, mainly classical. Maynard could hardly hope 
to win. Kynaston was the Cambridge examiner, and Godley, a 
very well-known Oxford figure, came from that University. 

J, M. Keynes to Dr. J. JV. Keynes^ 23rd March igo2 

Kynaston looks an extremely nice old man, but Godley is rather 
terrible and apparently very nervous. He has the reputation of 
being the dullest man in Oxford to talk to, and of being the greatest 
wit in print. . . . Last night we had an essay from Paul on “ Charles 
Lamb It was veiy good and distinctly the best we have had. . . . 

A few days ago some foolish individual went about an hour before 
early school and blocked up the key holes of all the doors of the 
school rooms with plaster of Paiis. Fortunately it was discoveicd in 
time to prevent its interfering very much with trials. The culprit 
has not been discovered and the Head has declared that unless he 
gives himself up, no leave will be given to any of the school either this 
half 01 next. I am very sorry that the Head has acted thus. The 
principle of such a punishment is in my opinion atrociously bad and 
not at all consonant with his usual methods. It is not even certain 
that the offender was a present member of the school. Threats of 
this kind in a case where the rest of the school neither knows the 
culprit, nor has taken any part in the crime, seem to me most 
unwise and useless. Besides I don’t suppose for a moment that he 
will be able to enforce it strictly. 

Pallis won the Newcastle, and the order in the “ select ” 
was Ainger, Dundas, Hamilton, Keynes. . . . 

J. M. Keynes to Mrs. J. JSf. Keynes, 2nd May jgo2 

I have bought a perfect dove of a waistcoat, lavender with pale 
pink spots (Wycombe papers please copy) ^ . 

' Maynard’s sister, Margarrt, was then at Wycombe Abbey School, 
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J. M. Keynes to Dr. J. JV“. Keynes^ nth May igoz 

** The Mirror as it is to be called, will come out on Tuesday; 
I have not had time to contribute anything for this first number, but 
I have got two or three things out of Swithinbank for it. . . ♦ 

Rehearsals for speeches are now in full swing, Butler and I are 
doing Act III scene iv . . . of The Rivals ; it is not at all easy. . . . 
I am Acres and Butler Sir Lucius. 

We are doing Hamlet at the Shakespeare, and I am enacting 
the part of the melancholy Dane. . . . 

It is difficult to realise that the cataclysm at St. Pierre is probably 
the greatest disaster of the kind that has taken place in the history 
of civilisation. The destruction of Pompeii and Herculaneum was 
on a much smaller scale, they were much smaller cities; It 
is difficult to analyse the apathy with which one accepts such a 
stupendous event. 

J. M. Keynes to Dr. J. Jsf. Keynes^ ijth May igo2 

The scenes that we are doing from Much Ado About Nothing 
are . . . Very much against my inclination I am being made to 
do ‘‘ Dogberry 

On I'uesday I played in “ Aquatics This is a weekly game of 
cricket played by members of Upper Boats under Aquatic Rules. . . . 

J. M. Keynes to Dr. J. N. FCeynes^ igth June igo2 

Last night Young read an extraordinarily good essay on Praed. 
I don’t believe any other school could keep up so good a series of 
papers. . . . 

These are but a few items from a vast catalogue of interesting 
events which crowded the letters of this last term, despite the fact 
that some days were taken out of it by one of his feverish attacks. 
And at the end of term he once again first in the school in 
the Higher Certificate Examination. During the course of it he 
found time to cover four pages of foolscap examination paper 
with a letter to his father. 

Eton College Page i 

Subject J. M. Keynes, K.S. 

Sunday Letter Certificate Index No, 170 

The end of this half will be made additionally miserable by the 
fact that Camp has been made compulsory and that therefore nearly 
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everyone is going off on Tuesday morning. I have just reached a 
very melancholy stage. Last night I received a vote of thanks in 
College Pop, which I think I desired perhaps more than anything 
else that remains to be got here* Eton has been much kinder to me 
than I deserve. , . . 

He was not the only one to be miserable* 


if. //. Dundas to J, M* Keynes^ 3rd August igos 

1 think I have never spent a sadder day than on Tuesday. 
Your words on Monday night ‘‘ before we part ” had brought home 
to me rather forcibly that we w^re going to part in earnest, and that 
the old Eton life was over as far as I was concerned, for Eton will 
never be the same. You have always taken the chief part in that 
time as far as I was concerned, but what applies to you also applies 
more or less to all the others. . . , 

I hope I shall see you often. . . , 

Your affectionate friend, 

Robfrt Hamilton Dundas 




C H A P 1 ’ E R II 


UNDERGRADUATE AT CAMBRIDGE 

1 

I N October 1902 Maynard entered the Royal Foundation. Its 
outward aspect is indeed regal. On the right of the front court 
is the famous Chapel, with its matchless array of lights and 
buttresses unbroken by any transept. Facing the lodge is Gibbs^ 
classic masterpiece, well known for the view of its other frontage 
which is obtained from the Backs. There is a great lawn in the 
front court, and the proportions are just, giving both a sense of 
splendid spaciousness and the right perspective to the buildings. 
Beyond Gibbs’ Building is a still greater lawn, reaching to the 
river. 

At first, however, he was somewhat removed from these glories. 
Passing through the Wilkins Building on the left, one goes into a 
mean court, surrounded by a confused jumble of ugly structures. 
Passing still beyond, down steps, through a wretched subway 
under King’s Lane, one reaches a number of poky sets of rooms 
known as the I^anc Having arrived here, Maynard had to 
climb to the first floor. There he found his small rooms, by no 
means conducive to the comfortable life. It is understood that 
part of the money which he has bequeathed to King's College will 
be used to build better sets on this site. 

None the less it was a privilege to be there. At Oxford 
freshmen are brought together into their colleges in their first 
year, in order to be easily initiated into the corporate life. In 
their third or fourth year, when the need for the concentrated 
study of books is at its height, they are sent out into their separate 
“ digs ” in the town, in which the number of visits by friendly 
intruders is likely to be less. Cambridge has the custom, which 
to an Oxford man appears inferior, of leaving the men in lodgings 
outside college during their first and, possibly, second years, and 
only bringing them within the college walls subsequently. King’s, 

* The alternative name, “ the Drain is a modem vulgarism unknown in 1902. 
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however, made special arrangements for its scholars in their first 
year; they were given accommodation in the Lane; there, 
crowded together, they certainly had a good opportunity of getting 
to know one another. 

On the landing above, Maynard found a fresh young man 
from the north, with rough-hewn features and tousled hair, 
a warm handshake and a hearty and earnest manner of speech. 
This was C. R. Fay.^ At this moment Fay’s life was a w^clter 
of excitement and triumph; educated at Merchant Taylors’, 
Crosby, he had played rugger for Lancashire, and was now 
about to play for Cambridge University, thereby in his freshman 
term bringing honour to his college. He may have doubted 
whether the extremely urbane, grown-up, sophisticated and, 
evidently, most intellectual scholar from Eton would be inter¬ 
ested in these delights; but the old Eton wall knew the thrill 
of them quite well. And he was delighted by Fay’s brimming 
enthusiasm. They very soon became fast friends. Fay was work¬ 
ing for the History Tripos, and was interested, then as always, in 
social and economic problems. Here was a new type, quite 
different from those who frequented Eton College or Harvey Road. 
Here was a point of view to be examined, and Maynard kept 
finding his way upstairs to take up the argument. They argued 
and argued. 

In the next Easter vacation Fay took Maynard on a visit to his 
parents in Liverpool, They were people of strong Conservative 
and Low Church views. He recalls what pains Maynard was at 
to make himself an engaging guest and show a sympathetic 
understanding of all his parents’ interests. Fay was thus able to 
be proud and pleased at the impression which his clever college 
friend was making. In fact it probably caused Maynard no 
trouble, for he would be fascinated to get this glimpse of a different 
point of view, and had a natural spontaneous sympathy with all 
manner of men. It is appropriate to apply to him in this connec¬ 
tion a word that is falling into disuse, but has played no little part 
in British history. Despite his devastating rudeness, which, how¬ 
ever, he had under control when he chose, he was every inch a 
gentleman. 

In the room opposite his was W. M. Page, also a mathematical 
scholar, destined to be above Maynard in the list of Wranglers 
in 1905 and to be elected to a Fellowship at King’s in the year 

^ Thf* well-known economic historian. 
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before Maynard was elected. They were sent together by the 
King’s authorities to receive instruction from Mr. Hobson * 

Hobbema ’’ always to Maynard), Fellow of Christ’s College, 
and afterwards Sadleirian Professor of Pure Mathematics. Mr. 
Hurst’s fears that Maynard would be frozen out by Berry’s 
purities were needless; King’s knew its job; it dispatched its 
mathematical scholars in their first year to one of the best coaches 
in Cambridge. 

Maynard’s logical faculty, his accuracy and his lightning speed 
of thought made him a thoroughly competent mathematician. 
He had no specific genius for mathematics; he had to take pains 
with his work; while showing efficiency and good style within 
his range, he did not seek out those abstruse regions which are 
a joy to the heart of the professional mathematician. From the 
beginning of his time at Cambridge he had many other interests, 
and only by diligent industry did he achieve the required standard 
in mathematics. When Dr. Keynes was a guest at the Founder’s 
Feast at King’s in December 1904 it was not very comforting to 
be told by Berry that he thought he “ could honestly say that 
Maynard was devoting all his spare time to mathematics ” ! 
Despite his earlier frailties, he showed remarkable powers of work. 
Although he spent most evenings at some society and afterwards 
in endless arguments with his friends, going to bed at about 3 a.m., 
Mr, Page recalls that he was always as fresh as a daisy wffieu 
receiring instruction from Mr. Hobson at () a.m. the next morn¬ 
ing, This happened three times a wTck. As they walked back 
from Christ’s, Maynard insisted on pausing for a while at 
David’s bookstall and often made a purchase. Mr, Page has 
carried in his mind an incident on their return journey. A young 
crippled girl was coming along King’s Parade on crutches, and a 
high gust of wind carried off her hat and deposited it in front of 
a tram-car. ‘‘ Stay \vhere you arc! ” and like a streak the old 
college wail retrieved the hat. A simple art of kindness, perhaps; 
but Page had the idea that undergraduate freshmen not often 
so considerate, usually having their heads in the clouds. 

Robin Furness, who dwelt opposite Fay above, must be 
written down as Maynard’s best friend at King’s during his 
undergraduate days. He was a young man of literary interests, 
and good taste and judgment, abounding in fancies, and of 
intellectual calibre to make an excellent companion for Maynard. 

* Father of Mr. Oscar Hobson, the well-known writer on financial questions. 
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He was also a boon companion, a pleasure-loving companion, 
and revelled in scandalous gossip and anecdote; their tongues 
wagged in that good old way that provides a natural and healthy 
outlet for the young; their ingenious minds often added such 
embroidery to the details, that the simple-hearted Fay sometimes 
thought they went a little too far. 

On the ground floor was an old Eton friend, Capron. At 
this time he was deeply involved with his planchette-board and 
levitation. Pictures took themselves off' his walls and mantelpiece 
and deposited themselves on the floor. Maynard certainly had 
an epitome of undergraduate life on his stair, Capron afterwards 
look Orders, and did faithful duty as Vicar of Scarborough, and 
elsewhere. 

Intellectual fliers usually find it expedient to give up rowing 
when they reach the university. Not so Maynard. He was 
always most reluctant to abandon an old love, in order to make 
way for new interests. Harold B\itler expressed his surprise from 
Balliol College, Oxford, to hear that Keynes was still ‘‘ toiling 
at the oar ”, but so it was. In the Michaelmas term he rowed in 
Trial ('* Crock ”) Eights, and, great glory, his boat won, and he 
achieved a cup for his pains. 

J, M, Keynes to B. W, Sivithinbank^ 2yih November^ ^902 

I have won a pot at rowing; tell it not among the heathen. 1 
sang a song before an audience of nearly fifty last night; tell it not 
in Gath. 

In the next term he was included in the Lent Boat But he 
had to give it up in the end and relapse into milder forms of exer¬ 
cise. He and Gasclce and two others used to play an extremely 
rudimentary game of lawn-tennis to their own great amusement, 
and to that of others who happened to pass by. He was a 
much better performer at golf; at one time he and Mr. Leonard 
Woolf played at Royston regularly every Saturday afternoon. 
He was also fond of riding. At a later period he went out with 
Lowes Dickinson, who, we may believe, was not a very proficient 
horseman. 

If we record that Maynard pursued mathematics as his subject 
of study and kept fit by rowing on the river, we have only scratched 
the surface of his undergraduate activities at Cambridge. 

It is to be emphasised that at Oxford and Cambridge the main 



UNDERGRADUATE AT CAMBRIDGE 59 

part of an undergraduate's education is imbibed from other under¬ 
graduates, One may indeed acquire from lectures or laboratories 
the rudiments of a subject in which one wishes to specialise. But 
the processes of higher education are subtler; it is a question of 
what gives the stimulus to the creative or logical powers and of 
the mode by which the mind makes a transition from the common¬ 
place to the mature outlook. This higher education has to provide 
our society with men capable of initiating new thought, whether 
in letters or in science, and with men who, by the breadth and 
mellowness of tlieir understanding, will be capable eventually of 
valuable leadership in statesmanship, commerce and industry. 

It is the general testimony of those who have achieved dis¬ 
tinction in these various fields that they learnt more of permanent 
value from their fellow-undergraduates than in any other way. 
There are the societies for debate and discussion, and there are 
certain traditions which the older generation of undergraduates 
hands on to its successors. Part of the tradition is a certain mode 
of frankness in discussion. The half-formed thought in a ytjung 
mind may easily wither, smothered by the conventional platitudes 
of the market-place. At the university it is not allowed to die; 
it is drawn out, developed and tested in argument, so that each 
young man acquires self-confidence, and therewith the power 
to develop his gifts. The technique by which this is achieved — 
more ancient than the psycho-analyst's sofa — is peculiar to 
undergraduate life; it consists in a certain subtle blend of flip¬ 
pancy and intimacy. Then there is the clash of opinion. It is 
de rigueur in the university atmosphere to pretend to understand 
the merits of the opposite point of view; one ends by really doing 
so, and thereby becomes an educated man. 

The dons form a background for these vital processes. They 
form a good background, because, although tlicy may often be 
old-fashioned and crabbed in their general \'iews, they are 
revolutionaries in their own subjects, no matter whether it is a 
question of splitting an atom or displacing a comma in an ancient 
text. Thus the pupil who receives instruction is made conscious 
of a dynamic world of new discovery, and of the fundamental 
insecurity of established orthodoxies. He gets a glimpse of the 
processes by which new truths are arrived at. It docs not matter 
that dons are often poor teachers, for the aptitude to research, 
which is their fundamental business, may not be conjoined with 
the teacher's flair. 
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Imprinted upon the old fabrics of Oxford 5md Cambridge k 
the clear intention to provide convenient means for combining 
communal life with private life. Communal life is important — 
easy means for the continuous process of discussion by day and 
by night But private life is equally important, the seclusion of 
one’s own set of rooms, where one may turn over one’s thoughts 
undisturbed. The oak may be sported, if necessary. The separate 
stairs without inter-communicating corridors are important in 
this connection, A central Authority granting funds for a hostel 
may plead that separate stairs are more expensive. But that is just 
the point at issue. Would that central Authority even conceive 
the possibility that it might be more truly in the interest of higher 
education to forgo six professorships and to spend the money thus 
saved on separate stairs — or on additional domestic service, to 
ensure that the characteristic mixture of communal and private 
life was successfully achieved ? 

One cannot look closely at Maynard’s education at Cambridge 
without perceiving that, in so far as it contributed to his being 
the man he was, professors were of minor importance, while the 
particular kind of communal and private life he was able to lead 
in King’s at that time was everything. 

Its best known undergraduate society was the Walpole Debat¬ 
ing Society, in which Maynard took an active part. There was 
a more select and august body known as Decemviri, consisting 
of only ten members, as its name implies. I’his was a mixed 
Society of Trinity men and King’s men, and Maynard was soon 
elected. He was also, almost at the outset, elected to the Apennine 
Society, the oldest Literary Society in King’s. Then there was 
the Union. He became a member on the nomination of Dr. 
Keynes on October loth. We find him speaking for the motion 
that the British system of government by party is becoming a 
hindrance to useful legislation ”, The Gmnta noted that Mr. 
Keynes, a maiden speaker and freshman, was quite excellent. He 
has that taking quiet manner, which is so rare in the Union, and 
interesting opinions even on a dull subject at a late hour; but he 
speaks a little too fast.” He supported the motion on the ground 
that individuals tended to be sul>mcrged in parties. 

Edwin Montagu, a Liberal, and subsequently Secretary of 
State for India, was President, and gave Maynard encouragement. 
Later in the term he had the honour of being tabled to speak on 
the paper He opposed the motion that this House welcomes 
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the pmposai that Mr, Joseph Chamberlain should visit South 
Africa He objected to placing absolute power in the hands 
of a Cabinet Minister, It was a dangerous precedent to let 
Mr. Chamberlain loose and uncontrolled over South Africa/’ 
But Fay spoke on the other side. Maynard joined the Liberal 
Club and was in due course to be involved in much Liberal speak¬ 
ing, both at the University and elsewhere. 

Scarcely had he arrived in Cambridge, when he decided to 
make a canvas of the scholarly colony in the Lane, to persuade 
them, whatever their subject of study, to come and hear McTag- 
gart’s lectures on general philosophy. The lectures were intended 
for such an audience; Maynard would have known of McTag- 
gart’s eminence from his father. Early in the following term he 
received an invitation from McTaggart to go to his Wednesday 
Evenings”. These were social evenings, but McTaggart lacked 
the gift of putting the young men at ease. Mr. Leonard Woolf 
has rather grim memories of it; McTaggart might become lost 
in silent thought, unconscious of the passage of time, but the 
undergraduates were on tenterhooks, very much conscious of 
waiting for the great man. Woolf once actually timed one of 
these terrible silences, and found that it lasted no less than ten 
minutes. But if a somewhat senior man was present, the scene 
was quite transformed and the evening lively; Sanger in particu¬ 
lar had a way with the redoubtable philosopher. Sanger was an 
interesting person, already down, but a frequent visitor; he had 
shown brilliant promise as an undergraduate and was much 
respected by Maynard and his friends. They always maintained 
contact with him.^ 

Maynard probably did not often go to these rather forbidding 
sessions; his philosophical allegiance soon began to shift. But 
he went to the lectures, and these stimulated him to write a 
Paper on ‘‘ Time ”, which was read in Stephen Gaselee’s rooms 
to the Parrhesiasts, one of the countless undergraduate societies. 
It was an astonishingly mature work for a freshman, not even a 
specialist in philosophy. Time was essentially relative. Its 
measurements depended on the unsupported assumption that the 
time intervals between recurring events of a certain character, 
e.g, the complete rotation of the earth, were equal. The scientists 
might allege that the tides wxre retarding the eartlf s spin to the 

* Keynes wrote a notice of him on his death, Economic Journal, March 1930. There 
is a fleeting vision of him under the name of Sandys in Virginia Woolf’s Might and Day, 
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extent of one second in a hundred thousand years; this proposi¬ 
tion could only have meaning if there were other recurring events 
arbitrarily assumed by definition to be equidistant in time. If one 
wanted to criticise the regularity of these other events, then one 
must have some other standard which in its turn would be equally 
arbitrary. There was no absolute. It was just as true to say 
that the Sun moved round the Earth, as that the Earth moved 
round the Sun. (This was, of course, before the era of Rela¬ 
tivity ”.) More generally the concept of time was dependent on 
change, If you admit the existence of a background of empty 
time, beyond and apart from change, you have no right to deny 
the possibility of the elapse of a million million years between 
the utterance of my last two words.” He proceeded to a more 
general philosophical discussion. If there was purpose in the 
Universe, and Time stretched infinitely backwards, that purpose 
must be already achieved. If the Universe was the scene of a 
combat between two powers, Good and Evil, they must be of 
precisely identical strength — a peculiar condition. Were we in 
due course to enter into a timeless state? ‘‘ It is difficalt to see, 
in what sense an entry into such an existence would, from our 
present point of view, differ from complete extinction.” While 
he could not accept Kant’s view of time, he concluded that the 
common-sense view of it was probably illusory. The paper was 
wonderfully undogrnatic for a veiy^ young man. It posed the 
problems without claiming to solve them.* 

One of the most influential of the younger dons at King’s was 
Goldsworthy Lowes Dickinson (“Goldie”). He had to teach 
history and political subjects; he was not a great specialist, and 
it was a mark of enlightenment in King’s to have this very stimu¬ 
lating teacher on its staff. He was a very sweet person, simple 
and friendly. Struggling with great problems in discussions with 
the young, he used sometimes to end witli a little shrug of despair 
and a smile, which gave, and yet simultaneously seemed to appeal 
for, sympathy. How could we poor mortals ever find our way 
among these baffling problems ^ His style was straightforward 
and unadorned. His outstanding quality was one of which we 
shall have to take recurrent note among these distinguished 


^ Mr. Page believes that this papei was read in Maynard’s first term. The 
meeting of the Parrhesiasts which heard it was in May 1903, at the beginning of his 
third. But it may well ha\e been read to more than one Society. Internal evidence 
shows that it was written before the close of Mcl’aggart’s course of lectures. 
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Cambridge personalities, that of absolute integrity. He followed 
the thought where it led, and if it led to no solution — well, do 
not let us pretend ! He was full of passionate yearnings, yet cool 
and balanced in judgment, and distrustful of the conclusions of 
enthusiasts. Mr. E. M. Forster has given a fine sensitive portrait 
of him. 

He exerted a very strong influence on all the clever youth 
both in King’s and beyond,^ and thereby on Maynard, although 
the direct influence may not have been great. His mind lacked 
the keen cutting edge which Maynard loved. Though his interests 
were philosophical, yet in deep philosophy he was an amateur. 
Would he even have understood Maynard’s freshman paper on 
Time ” ? His style of writing was lucid, and at times had con¬ 
siderable beauty. He seemed to state the case, or opposing cases, 
in plain language, entirely free from obscurity; yet perhaps it 
is not true that style always reflects the mind, for in the last 
analysis there was a certain woolliness in his thought. 

But his “ Discussion Society ^ — which Maynard was 
naturally asked to join — was a forum for a select number of 
King's intellectuals, at which eminent philosophers from without, 
McTaggart, Bertrand Russell and G. E. Moore, occasionally 
appeared. There the problems of the hour were discussed, and 
eternal problems — religion, the significance ol‘music and poetry, 
philosophy, the ideal social order. He was not dogmatic in 
politics, but he seemed to waft with him, in his gentle way, the 
atmosphere of the Fabians and others of the progressive vanguard, 
with whom he was associating in London, He was concerned in 
the foundation of the London School of Economics, and lectured 
there occasionally, and at a later date regularly. He was a founder 
also of the Independent Review^ which was a vehicle for the thoughts 
of the younger progressives for a number of years. At Cambridge 
at this time, he was concerned with the inauguration of the 
new Economic Tripos, which included Political Science. Alfred 
Marshall was the real architect of this new degree, whkh was to 
give economics a place in the University curriculum alongside 
classics, history and the other great subjects of study. But Marshall 

* Goldsworthy Lowes Dickinson^ by E. M> Forster. Publ. Ai-nold. 

^ p. 111 below, 

Mr. E. M. Forster {op, cit. p. 102) wrongly dales the foundation of this Society 
at 1904. Many remember it in earlier years, and it was a going concern when 
Lowes llickinson went on his trip to America in 1901 and asked Berry to look after it 
in his absence. 
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was rather diflScult in business, and it is thought that the necessary 
University legislation would not have been passed without further 
delay, save through the sweet reasonableness of Lowes Dickinson 
in persuading the Cambridge historians and others concerned to 
support it. 

The First World War was probably a more devastating blow 
to Dickinson than to any, save those who suffered the loss of their 
loved ones. Thereafter he was a changed man. Out of the wreck-- 
age of his shattered hopes and aspirations, he pieced together a 
new self, which stood forth as a flaming crusader for peace. His 
whole being was concentrated on this one purpose. There was 
no more woolliness, no more aimless wandering in a world of 
unplumbed ideas. His thoughts were focused. When this quaint 
litUe figure, rather untidy, rather fragile, stood up to address a 
large audience, in simple, unadorned, at first rather stumbling sen¬ 
tences, speaking the language of everyday with his gift of pellucid 
expression, gradually building up an argument that all could 
understand, his absolute integrity shining forth, he succeeded in 
inspiring his audience with that passion for peace whic h had his 
own life in thrall. One felt that now indeed one was in the presence 
of a prophet of righteousness. That w^as the consummation of his 
powers. But the elements were always there; and one could 
sec clearly what it was that, despite his shortcomings, stirred tlie 
hearts and minds of the young so strongly in his earlier days. 

At the opposite extreme to Goldie in the King’s scene was 
Maynard’s old Etonian friend, Stephen Gaselec, with “ his bridge 
and port and brandy and soda When Gaselee arrived there 
the year before, he made a great impression as being already so 
mature and accomplished a man of the world. The general 
verdict, however, is that the similar impression made by Maynard 
a year later was even greater ! Gaselee, it is true, was more inter¬ 
ested than Maynard in matters of deportment. He liked to be 
well dressed, and clung to older fashions. Later, when an M.A. 
on a visit from London, he astonished spectators by coming to 
service at the college chapel in the old traditional style, namely, 
a tall hat and an M.A. gown. (Antiquaries have not unearthed 
this custom at Oxford.) During the Second World War he was 
to be seen proceeding from the Foreign Office, where he was the 
Librarian for many years, in spats, sponge-bag trousers, a bow tie 
and a starched upright collar, not white but bright bespcckled 
pink, its points boring into his lower jaw. 
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Mayiaard and Gasclec were widely opjposed in opiniam and 
temperament Gaseke was a Tory and an unbending churchman. 
But they had much, as well as their maturity, in common* 
Gaselee had read widely and was a witty talker and shared 
Maynard’s interests in later Latin. They were also both keen 
book collectors. Maynard soon made the acquaintance of Mr. 
Arthur Cole, also one year senior, who shared the taste, and was 
his lifelong correspondent on these matters. Mr. Charles Sayle, 
Deputy Librarian of Cambridge University Library, was eager to 
spot undergraduates with a book-loving taste. One day in 1903 
he and Cole decided to form a society of book-lovers, which was 
named the Baskerville Club. Maynard and Gaselee were roped 
in on the following day, and two or three more were added. Their 
meetings were usually at breakfast time, Cole acting as secretary. 
Maynard was an active member and bought many Baskervilks 
during his undergraduate days. Maynard also spent much time 
with Dr. Montague James/ a scholar of immense learning, who 
was a guide in questions relating to old books and manuscripts, 
and an expert in late Latin literature, to which Maynard was 
continuing to devote a considerable amount of his attention. 

Gaselee was also a companion in amusement, particularly at 
the bridge table. Maynard was fond of bridge, both as an under¬ 
graduate and later as a don. Gaselee, while he was still up, 
Dilly Knox, Page and Adcock were among those who often 
played. After the Annual Founder’s Feast at King’s Maynard 
always insisted upon what he called a Rubber in Piam 
Memoriam He was a respectable but not a great player, 
always ready to take a risk for the sake of trying out some 
new idea. Knox was first-rate in his knowledge of the game 
and the lie of the cards, and was equally ready to take risks, but 
he had a touch of genius in him, and his risks more often led to 
triumph than to crashes. Maynard thought out the situation 
with his usual lightning celerity, and he used to say, when the 
players took a little lime to ponder upon the situation : “ What 
do you think about when you plav bridge? ” Professor Adcock 
recalls an occasion wdien Knox played an unusually surprising 
card which caused even Maynard to pause. The same thought 
leapt simultaneously to the minds of the other three, and they 
turned upon him in chorus, What do you think about when you 
play bridge, Maynard ? ” 

* Pro\ost of Kingb, 1005-1918 , Provost ol Eton, 1918-1936. 


F 
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When he could not get a four, in later days, he sat in CJnmbina- 
tion Room playing demon patience* I once challenged him on 
the ground that it lacked skill and therefore interest* He replied 
that it was all the better recreation for that, but that it had its 
excitement. It is a form of patience which comes out seldom, 
and he knew how often on average. He played to succeed twice 
running. His interest in the theory of probability made him 
intrigued to see if this double event occurred with the proper 
frequency. He went so far as to organise others in the Combina¬ 
tion Room to play and to count their failures and successes. He 
even mentioned thrice running ” ; but I do not recollect if he 
claimed to have achieved it. 

There was at this time an undergraduate at King’s, two years 
senior to Maynard, who carried one forward on the road of 
higher education further than one could be led at Eton. He was 
a young man of cherubic countenance, who had been to school 
at Dulwich. In his early years, when he came to read the plays 
of Shakespeare, and when he proceeded to read the Greek drama¬ 
tists, and to read Homer, the beauty of the poetry, the humanity 
of the characters, and the pattern and unity of the compositions, 
gripped and possessed him, and became for him then, as they 
continued to be, the most important facts of existence. This was 
Mr. J. T. Sheppard. Not only was his soul fired by these ancient 
beauties, but he felt a strong inner impulse to convey his impres¬ 
sion, to explain and expound, and to make others share his secret 
understanding. Mr. A, H. Smith (now Warden of New College) 
remembers his early enthusiasms at Dulwich.’^ 

Mr. Sheppard has retained his cherubic lineaments during 
the long years of his academic career; but his hair grew prema¬ 
turely white, and, by a slight affectation, he made it a habit to 
stump about leaning on a stick, as though oppressed with his 
years. As one watched him in his vivid conversation, he seemed 

* Dulwich at this time seems to have lx‘en remarkably fertile in the production 
of men of strongly individual genius. In one year there were three, of each of whom 
severally it could be said that, in type of mind and in mode of self-expression, they 
were utterly unlike any other human being, namely Mr. P. O. Wodehouse, Mr. 
J. T. Sheppaird (Provo.st of King’s College (.’ambridge), and Mr. A H. Smith (Warden 
of New College Oxford). Mr. P, G. Wodehouse has conveyed his exquisite fancies 
to the million. But the srmiller number who have sat at the feet of Mr. Sheppard, 
and the still smaller number who have listened to the narrative style, or studied deeply 
in the philosophical work, of Mr. A H. Smith, will agree that these two have an 
originality not less intense than that of Wodehouse. And a fe^v years before, Dulwich 
produced Mr. Ct. ii. Moore, the originality of whose genius was as stronglv marked 
as that of the others. 
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at om moment still the charming young schoolboy, at another 
the venerable sage. At times — was it possible ? — one had the 
impression of the two qualities magically fused. That surely was 
as it should be in one who sought to convey the essence of Greek 
art, which itself so perfectly fused the passionate susceptibilities 
of youth with the wisdom of the ages. 

He was an admirable performer on the stage. His under¬ 
graduate rendering of Peisthetairos in Aristophanes' Birds in 1903 
is still remembered. The Granta wrote: “ Mr, Sheppard was 
splendid throughout. His energy never flagged ; we heard every 
word he said; he made all his points with most telling force; 
above all he was inimitably funny. In the scene with the Priest 
he was at his best. The way in which Peisthetairos attempted to 
join seriously in the ceremony of sacrifice, but was overcome first 
by his sense of humour, and then by boredom, brought the house 
down.” He became a classical tutor at King's. Over many 
years he has also devoted his gifts to productions of Greek plays, 
of which the most famous was that of Aeschylus’s trilogy on 
Orestes in 1919. This ushered in a very notable era of theatrical 
productions in Cambridge. 

There was a touch of the dramatic in his manner of lecturing. 
Besides th(' lectures intended for classical specialists, he gave 
some of a more general eharacier which drew large audiences. 
As time went on, he became less restrained in his mannerisms 
and was led on to use violent gestures in his intense anxiety to 
convey his vision. He waved his arms and tore his white locks. 
I once saw him in a lecture on the Frogs of Aristophanes to a 
society of staid grammarians at Oxford, leap across the room with 
astonishing agility. Critics objected that it was not the spirit 
of the Greek authors, but his own, that he was interpreting. But 
is there any other way of conveying an aesthetic impression save 
by distilling it through one’s own personality? Sheppard felt 
that he must adopt every device that lay to hand, in order to 
kindle his listeners’ imagination. His lifelong assiduity in his 
missionary task, using in these later days tlie medium of the 
wireless with success, has been of notable value in keeping classical 
beauties alive in the minds of this generation. 

As an undergraduate, he was also an accomplished speaker 
at the Union and became President in the term before Maynard. 
He was a dashing figure. In his postgraduate year he had a 
hansom cab on charter to convey him from place to place in 
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Cambridge at his pleasure. He and Maynard soon became 
intimates. Their friendship was destined to ripen through a long 
period of cooperation as Fellows of King*s College, 

Maynard had been barely a month at King’s when he wrote 
this letter to Swithinbank : 


J. M. Keynes to B. W, Smthinhank^ 13th November igo2 

O SWITHIN, SWITHIN, 

The reasons that I have not writ to thee is because I am too full 
for words, 

I wanted to see you when I came down to wall, and then you and 
Macmillan (to whom give my love) go for leave like a pair of so- 
called owLs, 

I have never enjoyed myself so much before, Sir ; and if I write 
I must needs gush, and gush in a letter is damned offensive. 

I have very much increased my knowledge of the affairs of this 
world and even more of the next. 

I know nice people. I have bought over fifty books this term,* 
I row hard every afternoon without exception, and I never go to bed. 

What more can heaven offer me ? 

Take my progi’amme last Sunday evening. 

Immediately after hall I went to a Trinity Essay Society and 
heard a most brilliant satire on Christianity.^ From there 1 went to 
an informal philosophical debating society of interesting people 
where I stayed till nearly twelve; I then wxnt to see Monty James 
where I stayed till one; from tliere I wxnt on to another tnan with 
whom I talked till half past four. At half past seven I got up and 
read the Lesson in Chapel.^ I had four hours’ wxrk that morning, 
and rowed half a course in the cifternoon. In the evening I went as a 
visitor to the Political Society to hear a paper on the Jesuits . . . 
and so on. 

I am going down for St. Andrew’s Day. 


^ Later in the term he bougtii a magnificent ediuon of Verj^il in three volumes 
which belonged originally to Adam Smith, and a set of about twenty h^lzevirs. 

^ This was a paper by Lytlou Straehey, entitled “ Colloquies of Senrab/' which 
created a sensation. “ Senrab ’’ was the backward spelling of Barnes, a brother of 
the Bishop of Birmingham, who had previously read a paper on “ Intellectual Snobs 
directed against Strachey and his friends. 

^ Maynard read again on the following Sunday, by invitation. Cranage, 
the Sorle>Ti, and otheis have spoken of M.'s reading in Chapel yesterday. He Seems 
to have pitched his voice succe.ssfuily and to have been heard well. Sorley tells F, 
[Mrs. Keynes] that he hears M. is the most popular man iii King’s.*’ (Extract from 
Dr. Keynes’ diary). 
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The President of the Union hi^ put me on the paper to speak 
next Tuesday, 


Ever yours, 


J, M. Keynes 


2 


Towards the end of his first term, Maynard, responding to a 
knock on his door, found in the passage two men who were 
regarding him for the first time. One was lean and tall, the 
other leaner and taller and with moustache. They introduced 
themselves: Mr, Leonard Woolf, Mr. Lytton Strachey, They 
had come to pay a call. He bade them enter. They drew him 
out in conversation, and, we may be sure, he responded readily. 
After a time they rose to go, and, muttering something about the 
hope that he would come and have tea with them and meet the 
philosopher, Mr. G. E. Moore, they took their leave. Very nice, 
rathei flattering, but surely a little mysteiious. 

There used to exist at that time in Carnlmdge a dub of 
considerable age, which was known as “ The Society It was 
founded in the eighteen-twenties hy F. D. Maurice and his friends. 
Tennyson and Hallam were members together. 

Another name vs as on the door : 

1 linger'd ; all witliin was noise 
Of songs, and clapping hands, and boys 
That crash'd the glass and beat the fiooi ; 


Where once we held debate, a band 
Of youthful Iriends, on mind and art 
And labour, and the changing marl. 

And all the framework of the land.* 

The society was very skilAil in its choice ol members; William 
Harcourt and Clerk-Maxwell had both belonged, and, at a period 
shortly before that in which we are interested, Maitland, Walter 
Raleigh, McTaggart, Alfred Whitehead, and Lowes Dickinson. 
At the beginning of the twentieth century the number of under¬ 
graduate members was very small, barely exceeding six. But the 
young dons who had been members continued to take part, and 
other young men made a point of going up from London rather 
frequently to attend its meetings. The Society was a secret one. 
But there have been a number of references to it in English 
literature, and, since it was remarkably successful in preserving 

* in Admonam, canto 87. 
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its characteristics throughout the generatiom, it may be well to 
cite two descriptions of it. 

Dean Merivalc was a member at the same time as Tennyson, 
He was elected in 1830 immediately after taking his B.A. degree. 
He writes * of the autumn of 1830, as follows : 

Most happily for myself, I fell just at that time into a society of 
able and studious youths of my own standing with most of whom 1 
had little if any acquaintance before but with whom I soon became 
familiar, and lived in constant intercourse of the utmost intimacy; 
men, many of whom I felt to be much my superiors in ability, from 
most or all of whom I derived knowledge and insight into men and 
things, yet with all of whom 1 could more or less hold my own place 
and feci myself appreciated to my satisfaction. Many of this set 
have continued to be my close friends through life ; several of them 
survive ; from some, the inevitable changes and chances of life have 
separated me, far and long. But I am sure wc all have ever felt and 
still feel a certain freemasonry of sympathy which hinds us implicitly 
to one another as brethren of one family. Our common bond has 
been a common intellectual taste, common studies, common literary 
aspirations, and we have all felt, I suppose, the support of mutual 
regard and perhaps some mutual flattery. Wc soon grew, as such 
youthful coteries generally do, into immense self-conceit. Wc began 
to think that we had a mission to enlighten the world upon things 
intellectual and spiritual. Wc had established principles, especially 
in poetry and metaphysics, and set up certain idols for our worship. 
Coleridge and Wordsworth were our regular divinities, and Hare 
and Thirlwall were regarded as their prophets; or rather in this 
celestial hierarchy 1 should have put Shakespeare at the top of all, 
and I should have found a lofty pedestal for Kant and Goethe. It 
was with a vague idea that it should be our function to interpret the 
oracles of transcendental wisdom to the world of Philistines, or 
Stumpfs, as we designated them, and from time to time to call forth 
from this world the great souls who might be found capable of sym¬ 
pathizing with them, that we picpied ourselves on the name of the 
“ Apostles ” — a name given us, as we were sometimes told, by the 
envious and jeering vulgar, but to which we presumed that we had a 
legitimate claim, and gladly accepted it. We lived, as I said, in 
constant intercourse with one another, day by day, meeting over our 
wine or our tobacco; but every Saturday evening we held a more 
solemn sitting, when each member of the society, about twelve in 
number, delivered an essay on any subject, chosen by himself, to be 

^ Autobiographv of C/mrlei Meiivale, ccl. Judith Anne Merivale, privately printed 
Oxford 1898, pp. 98-9. Fubl. Arnold, London, 1899, pp. 80*81. 
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discussed and submitted to the vote of the whole number. AI^s! 
alas! what reckless joyous evenings those were. What solemn things 
were said, pipe in hand; how much serious emotion was mingled 
with alternate bursts of laughter; how everyone hit his neighbour, 
intellectually, right and left, and was hit again, and no mark left on 
either side; how much sentiment was mingled with how much 
humour! Who is the poet who says, and how aptly he might have 
said it of us ? — 

Witty as youthful poets in their wine; 

Bold as a centaur at a feast; and kind 

As virgins that were ne’er beguiled with love. 

The style of our lucubrations may be illustrated perhaps by a 
saying of one of our profound philosophers, Jack Kemble :—“ The 
world is one great thought, and I am thinking it.” 

Much of this description coincides exactly with the testimony 
of those who were members seventy years later. 

Henry Sidgwick was elected in 1856-7. His owm account is 
published in A Memoir. 

I became a member of a discussion society — old and possessing 
historical traditions — which went by the name of‘‘ The Apostles 
When I joined it the number of members was not large, and there is 
an exuberant vitality in Merivale’s description to which I recall 
nothing corresponding.” fMid-Victorian solemnity evidently 
descended upon the Society for a time.] “ But the spirit, I think, 
remained the same, and gradually this spirit — at least as I appre¬ 
hended it — absorbed and dominated me. I can only describe it as 
the spirit of the pursuit of truth with absolute devotion and un¬ 
reserve by a group of intimate friends, who were perfectly frank with 
each other, and indulged in any amount of humorous sarcasm and 
playful banter, and yet each respects the other, and when he dis¬ 
courses tries to learn from him and see what he sees. Absolute 
candotir was the only duty that the tradition of the society enforced. 
No consistency was demanded with opinions previously held — 
truth as wc saw it then and there was what we had to embrace and 
maintain, and there were no propositions so well established that an 
Apostle had not the right to deny or question, if he did so sincerely 
and not from mere love of paradox. The gravest subjects were 
continually debated, but gravity of treatment, as I have said, was 
not imposed, though sincerity was. In fact it was rather a point of 
the apostolic mind to understand how much suggestion and in¬ 
struction may be derived from what is in form a jest - even in 
dealing with the gravest matters. 



7^2 JOHN MAYNARD KEYNES ltm-§ 

1 had at first been reluctant to enter this society when I was asked 
to join it. I thought that a standing weekly engagement for a whole 
evening would interfere with my work for my two Triposes. But 
after I had gradually apprehended the spirit as I have, described it, 
it came to seem to me that no part of my life at Cambridge was so real 
to me as the Saturday evenings on which the apostolic debates were 
held; and the tie of attacluncnt to the society is much the strong-est 
corporate bond which I have known in life. I think, then, that my 
admission into this society and the enthusiastic way in which I came 
to idealise it really determined or revealed that the deepest bent of 
my nature was towards the life of thought — thought exercised on 
the central problems of human life.’* 

A more elaborate description of the procedure and constitution is 
also to be found in the Memoir ^ on pages 29-32. 

Strachey and Woolf had come to vet Maynard. He was 
elected in February 1903, and his membership of the Society 
during his undergraduate days had a profotind influence on his 
whole life. 

What were the characteristics of the Society, which made so 
deep an impression on distinguished men at widely different 
dates? Most notable was the sense of brotherhood and the 
utmost intimacy ’’ into which its members fell quite naturally 
and at once. By what elixir did it succeed in preserving this 
happy feeling of comradeship through so many decades ? We 
must accept this characteristic as a fact, for the testimony is 
unanimous. In the light of it, it is easy to see why the Society 
had such influence. To be able easily and openly to discuss 
profound questions, such as harass and perplex the spirit of young 
men, with others of the same age or somewhat more experienced, 
hand-picked for their intelligence and suitability of character, 
must needs be a godsend. One could unburden one's soul; 
one could bring one’s most secret thoughts out into the open; 
one could subject them to wise and friendly comment. Quicker 
progress was possible in that way towards the achievement of 
inner harmony. One was brought into contact too with the 
problems of others, which might be new and strange and open 
out great vistas of thought. 

In most undergraduate societies of purely intellectual purpose, 
there is a tendency for members when on the carpet in front of 
the fireplace to think that they must shine. (Cambridge, surely, 


By Mrs. Sidgwick and Mr. Arthur Sidgwick. 
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caimot be totally different fr6m Oxford in this respect,) Erddi- 
tion may be brought out for display, designed to impress the 
audience with the speaker’s extensive knowledge, This would not 
be well regarded by the Society, Any learned reference not arising 
spontaneously and necessitated by tlie train of thought, was con¬ 
sidered to be in bad taste. Or again, in other societies, argumenta¬ 
tion may be the strong point. It is up to X, having enunciated a 
certain proposition, to display his forensic ability in defending it 
against the onslaughts of Y; all ingenuities of dialectic are en¬ 
couraged, even although X is beginning to suspect that he has 
the worse case. This was not in the tradition of the Society. It 
was understood that as soon as a member began to feel doubtful 
of his own opinion, he would express his doubts frankly, and 
perhaps retreat from it. 

The primary aim of the discussion, which every member had 
steadily before his mind, was to achieve the truth. To this end 
all egoisms had to be suppressed. The subj^'Cts discussed were 
always of a fundamental kind, touching those central opiniom 
which make the man. Tennyson’s list is comprehensive; Meri- 
vaie tends to stress transcendental philosophy. At the beginning 
of the twentieth century there was emphasis on philosophy, 
although no doubt the discussion would not normally have 
become involved in purely technical questions. It seems evident 
that Sidgwick’s experieiue in the Society was not unconnected 
with his religious doubts. But by Maynard’s time problems 
connected with orthodox creeds had receded into the background. 

There is one point on which the testimony is not quite 
undivided. Some hold that a prime article of faith was unworldli- 
ness, so that a member would become disinclined to take pains 
and enc(;mpass manoeuvres directed towards a successful worldly 
career for himself. Others are inclined to be doubtful on this 
point. The coterie, known as “ Bloomsbury ”, of which we shall 
hear more, was undoubtedly unwwJdly in its outlook and was 
strongly influent ed by .some who had been members of the Society. 
It would be wrong, however, to argue from characteristics of 
Bloomsbury to the nature of the Society itself. 

The truth is probably akin to, but stibtly different from, that 
expressed by the creed of unworldliness. For the Society, truth 
was the paramount objective, and absolute intellectual integrity 
the means of achieving it. There was certainly a feeling that 
Apostles were different from ordinary mortals. For purposes of 
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practical life an Apostle had also, of course, to be an ordinary 
mortal; and it might be that he would set himself to plan and 
contrive in order to win position and influence in the world. 
That was a matter of indifference to the Society, not of reproach. 
On the other hand, if an Apostle did none of these things, but 
devoted himself unostentatiously and with small worldly means 
to some line of thought or to achieving an inner spiritual harmony, 
that was excellent. As regards the ambitious, the saving clause 
would be that at heart they should be seeking to promote what 
they honestly believed to be a good cause. 

Maynard fell in part into both categories. He certainly did 
not map out his life in its early stages in a way that would exploit 
to the full the power, which his brilliant gifts gave him, to achieve 
a great worldly position. On the other hand he can by no means 
be described as altogether unworldly. He desired to influence 
the course of events. He was not unmindful of valuable contacts 
and worldly ways and means for achieving desired results. He 
went beyond what the Bloomsbury coterie thought fitting for 
someone who sought the good life. There may have been a 
certain ambivalence in Maynard in this respect, some inner force 
which prevented him at times from adopting all the expedients 
which would come naturally to a worldly man, in the full sense 
of that word, in his endeavour to attain his ends. This ambi¬ 
valence may have had important consequences at certain crucial 
points in his career. If wc hold that the austere canons of the 
Society were in this respect some hindrance — and it may be 
deemed that humankind was the loser from any inhibitions he 
may have had in advancing himself ^— we must always remember 
that by his contact with the Society his faith and vision were 
sustained. And it is these, rather than any worldly success in 
Britain, that have contributed to his world-wide influence. 

Of his sense of the importance of the Society to him there can 
be no doubt,^ He always observed the rule of secrecy with extreme 
strictness, although he was by no means a person who rejoiced in 
exaggerating rules of “ official secrecy ’’ beyond their usefulness. 
Many close friends were totally unaware of the existence of the 
Society. It would not be an exaggeration of language to say that 
it served him, in some respects, in place of a religion. The sense 
of brotherhood, the communion of souls, the mission to enlighten 
the world on things intellectual and spiritual ”, the established 


* Cf. refs, on p. 113 below. 
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principles ’’ making Truth the supreme objective of man, the 
canons of integrity and sincerity, the relative antiquity, certain 
rites carefully observed at meetings, the use of words with mean¬ 
ings not understood by the uninitiated, all responded to certain 
spiritual cravings which orthodox churches seek to satisfy. 


3 

Henry Sidgwick died of cancer in 1900 at the age of sixty-two* 
Other philosophers of eminence were already established in 
Cambridge. We have seen Maynard bidding his friends to go 
to the lectures of McTaggart. Alfred Whitehead and Bertrand 
Russel] coming together at this time, but separating later, were 
engaged on those great philosophical speculations which will, no 
doubt, outlive other Cambridge philosophical productions of our 
period. In 1902 a new star had recently risen above the horizon, 
in the person of Mr. G. E. Moore. For the time he had much 
the greatest influence on tlie intellectual youth. Undergraduate 
members of the Society chose their own new members — with 
most meticulous care. It was usually thought well to introduce 
them to the discriminating inspection of G. E. Moore, before 
deciding to put them forward. Moore was a paramount influence 
in the Society. But it is time to desist from prying into the affairs 
of that august body, for its members wished them to be secret, and 
those wishes should be respected, so far as our purpose allows. 
Moore's influence in Cambridge was of much wider ambit, and 
as such wc may consider it. His views on moral questions were 
well knowm there some time before the publication of Principia 
Ethica. 

This appeared in the autumn of 1903.^ 


J, Keynes to B. Swilhinbank, yih October igo^ 

I have just been reading Moore's Principia Ethica^ which has 
been out a few days - - • a stupendous and entrancing work, the 
greatest on the subject. 

Whence came his influence ? There was his style. Readers 
of his works are familiar w ith the fascinating, indeed spell-binding, 

* Students of Mr. Forster’s Life of Lowes Dickiason should note Uiat the appear¬ 
ance oXPrincipia Ethica is there misdated (p. lu). 
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way in which, with twists and turns and elaborate convolutions of 
phrase, with plentiful use of italics, he succeeds in conveying 
thought, clear, distilled, purified, its very quintessence fiinally 
expressed so that it is impossible to mistake his meaning. May^ 
nard once told me that he thought that Moore had carried the 
use of ordinary speech as far as it would ever be possible to carry 
it, in conveying clear meaning. For still greater precision one 
would have to proceed by mathematical symbols.^ 

And then there was the man himself. His devotion to truth 
was indeed palpable. In argument his whole frame was gripped 
by a passion to confute error and expose confusion. To watch 
him at work was an enthralling experience. Yet, when the heat 
of argument died down, he was the mildest and simplest of men, 
almost naive in unphilosophical matters. He was friendly to the 
young, approaching them on natural and ecjual terms. Despite 
his naivete^ he seemed to have understanding. In human ques¬ 
tions he had none of that intolerance or crabbedness which so 
often marks the academic man of thought. He was happy and 
at ease in discussions beyond his proper range. There was no 
question of his being shocked, and the young had no inhibitions 
in his presence. When Strachey made one of his subtle, perhaps 
cynical, perhaps shocking, utterances, the flavour of which even 
his clever undergraduate friends did not at first appreciate at its 
full value, Moore was seen to be shaking with laughter. If the 
veneration which his young admirers accorded him almost 
matched that due to a saint, we need not think that they were 
mistaken. It does not follow that the doctrines set forth in 
Principia Ethica are infallible. 

If questioned on Moore’s most important contribution to 
ethics, his admirers — outside the ranks of piofessional philo¬ 
sophers — arc apt to recall his doctrine that good is an 
attribute, the meaning of which is indefinable. It may be held 
that Moore should not be regarded as the oiiginator of this 
doctrine. He himself makes generous acknowledgment in the 
Principia to Henry Sidgwick. Sidgwick’s arguments, however, are 
not so pointed as Moore’s, nor collected into so formidable a battle 
array; they are to be found scattered about in his large volume on 
The Methods of Ethics ; and his style is altogether less readable. 

I remember Alfred Whitehead telling me that he had read 
The Methods of Ethics as a young man and found it so stodgy 

^ Of. A Treatise on ProbuhiUty, by J. fvl. Keynes, p. 19, 
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that he had been deterred from ever reading any book on ethics 

since.* 

This same doctrine was very familiar in the lectui'e rooms of 
Oxford when I was an undergraduate there (1919-1922). It 
was sometimes enunciated in the proposition that the good can 
only be defined in terms which pre-suppose an understanding of 
what it is We need not consider whether this rigmarole is 
more or less precise than Moore’s “ indefinable The argu¬ 
ments used in Oxford to sustain this position resembled fairly 
closely those which appear in Prirwipia Ethica. They were pro¬ 
pounded by an important group of philosophers, who had 
broken away from the older Oxford tradition of idealism, and 
had been strongly influenced by J- Cook-Wilson. It is not clear, 
however, what progress had already been made in Oxford in the 
development of this line of thought when P)incipia Eihica appeared. 

The doctrine of indefinability has tlie consequence that 
decisions about what is good depend on direct intuition in each 
particular case. The interpretation given in Oxford to this 
consequence was widely different from that in Cambridge. In 
Oxford --- no doubt owing partly to the special attention paid to 
Aristotle’s Ethics — great reliance was placed on what nuiy be 
called traditional morality, embodying the intuitions of wise men 
through the ages. In Cambridge the doctrine of intuition was 
interpreted -—anyhow l)y those disciples who were to be for many 
years the intimate intellectual companions of Keynes — as giving 
fairly complete licence to judge all things anew. 

There was another important difference betw^een the Oxford 
doctrine, as it developed in these years, and that of the Pnmipia, 
Oxford philosophers produced for the edification of their pupils 
a second indefinablenamely duly. The aigumcnts w^hich 
they used in defence of the indefinabilitv of' duty were similar 
to those used in the case oi' the good T he trouble about 
these indefinables is that, once you accept one of them, they 
tend to proliferate. In my own person I have never been con¬ 
vinced by the arguments used bv Moore or by those used at 
Oxford. 

The independent status given to the concept of duty by 
Oxford philosophers also fostered an outlook very different from 

' Not having at that tinie a specialist interest in the development of C^ambridge 
thought on these topics, I did not reply then, as 1 certainly should no%v ‘ ‘ Hut surely 
you have read Mr. Moore’s book 
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that of the Cambridge intellectuals. In one’s general view of 
things, when going out into the world to face the practical 
problems of life, it makes an enormous difference to one’s point 
of view whether one holds that one must judge one’s own 
actions according to whether or not they tend to promote some 
ultimate good which one may have in mind, or supposes oneself 
limited on every hand by a number of hard and fast duties, 
intuitively recognised as such.* This was relevant, as we shall 
see, to the great issues of conscience presented by the First World 
War; Keynes himself thought it his duty to assist the war effort, 
but many of his greatest friends did not, and this had further 
consequences, 

Moore had indeed a chapter (ch. 5) containing a discussion 
on moral obligation. During the First World War some friends, 
many of whom belonged to this Cambridge period, founded a 
Club entitled ‘‘ The Memoir Club Two papers read to this 
Club by Keynes have been published.^ In one of these memoirs 
Early Beliefs ”) he gave a full account of Moore’s influence. 
Referring to the chapter on moral obligation he wrote: 

Inhere was one chapter in the Prirwipia of which we took not the 
slightest notice. We accepted Moore’s religion, so to speak, and 
discarded his morals. Indeed, in our opinion, one of the greatest 
advantages of his religion was that it made morals unnecessary -- 
meaning by “ religion ” one’s attitude towards oneself and the 
ultimate, and by morals ” one’s attitude towards the outside world 
and the intermediate. 

Moore’s disciples were not altogether to blame for this attitude. 
He wrote this chapter rather in the style of one making a con¬ 
cession to what was necessary, and as though he was not deeply 
interested. It is in marked contrast to the flaming advocacy of 
the other chapters. Furthermore the argument is somewhat 
halting, and it is evident that he had not thought deeply about 
the difficulty of relating the ‘‘ good al which we should aim, 
to conduct in the practical affairs of life. There is in fact a very 
great gap in his treatise ; one-half, or more, of what is important 
for practical ethics is omitted. 

* In a later work, Ethics (Home University Library, 1912), Moore appears to 
embrace the view that duty is also an indefinable. (See page 173.) I am grateful 
to Sir David Ross for calling my attention to this development. It had, I believe, 
no influence on, if indeed it was noticed by, the intellectuals with w'hom wc are 
concerned. 

* Two AlernoirSy by J. M. Keynes. Publ. by Rupert Hart Davies, 1949. 
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While the doctrine of an indefinable good seemed to give 
emancipation from earlier preconceptions^ positive direction to 
one’s thoughts on ethical matters was to be found in Moore’s 
chapter on The Ideal Keynes’ memoir should be read in 
conjunction with this chapter. Here Moore set out what things 
are good in themselves. His list is a short one, containing two 
items —^ the enjoyment of beautiful objects ”, and the 
pleavsures of human intercourse ”, There is no need to quarrel 
with these items; they are both of them, undoubtedly, supreme 
goods. But what a world is left out! As Keynes observed in his 
memoir: ‘‘ it is remarkable how oblivious he managed to be of 
the qualities of the life of action, and also of the pattern of life as 
a whole 

Looked at from a broad point of view, Moore’s list of‘‘ goods ” 
is cloistered and anaemic. This is not to deny that it may have 
been of great value in its own place and time. It challenged 
his readers to a revaluation ; it made a clean sweep of the past; 
it stimulated the young to new thoughts and enthusiasms; it 
caused an intellectual feririent; it held out the promise of a new 
world of ideas to be conquered. The artist who created beautiful 
objects was pul on a pillar of pre-eminence. Most philosophers, 
while having their chapters on aesthetics, seem merely to be 
paying lip service to it. And how much worse is the case of 
important men of affairs in regard to artistic matters, with their 
patronising philistinism. 

It may have been well, also, at that lime to focus attention 
upon the problems of human relations and love. The severities 
of Victorian morality in placing all the stress on what was 
expedient, on what was necessary to sustain an ordered society, 
seemed in danger of losing sight of the purpose of society. If a 
home was unhappy — as many \^ktoiian homes were -it was 
necessary to use the stifi' upper lip, and endure sorrows for the 
good of the social order. But what w^as this good? It was 


* 'I'he pleasure of personal human mttrcouise may be regarded as (ornprised by 
the general expirssion, Love, in the broadest of that word. lA^en his treatment of 
love is, however, unsatisfactory — and rather curious. He emphasises the importance 
of corporeal qualities; it is a piimc evil for anyone to be in a state of admiring eon- 
lempiation of what is ugly ; on the other hand, he is apt to speak of “ lust ” as some- 
thing to be condemned. By putting his doctrines together, one would reach the 

( conclusion tiiat one of the most evil things that t an happen in the world, is to be 
carnally attracted by an ugly person, lliis is rather hard lines on a large minority 
of the human race * The matter would be made even worse if that person had faulty 
; artistic taste. 



80 JOHN MAYNARD KEYNES 

cwtamly well to remind this great materialistic society, which 
was so harsh in its conventional morality, that after all the object 
of all these rules and conventions was precisely to achieve happy 
personal relations. A great revaluation was indeed due; but it 
was important that in this revolution of ideas we should not 
degenerate into a mere attitude of do as you like ”, but should 
have our standards maintained by the unworldlincss of Moore’s 
chapter on The Ideal ”, of which Keynes said : “ I know no 
equal to it in literature since Plato, and it is better than Plato 
because it is quite free from fancy. It conveys the beauty of the 
literalness of Moore’s mind, the pure and passionate intensity of 
his vision, unfanciful and undressed up.” * 

It must be noticed, however, that the practical value of Moore’s 
concentration on these particular forms of ” good ” depended 
ujx)n what I have called the prevsuppositions of Harvey Road, 
namely the security and good order of' the British Empire. That 
institution was maintained by many people acting in accordance 
with moral laws, the philosophical justification of which they 
may not have understood and would not have found explained 
in Moore. Within the framework of a secure society thus kept in 
being, it was possible and desirable to make new experiments, 
and to set one’s eyes fixedly upon certain ideals, too long neglected. 
It might not matter if certain other principles necessary for the 
maintenance of an ordered society were temporarily overlooked. 

But let there be a threat to this security. Where find in the 
Principia a guide to duty ? Moore's book only comprises a frag¬ 
ment of the moral story. If his ideals arc to retain their place, 
they must be integrated into a wider philosophy, which, while 
doing honour to them, would have something more adequate to 
say about the nature and rationale ol' the social obligations on 
which a civilised society rests. 

In his memoir Maynard gives a critical analysis of the slate 
of mind of himself and his friends in their youth. 

We were amongst the last of the Utopians, or meliorisls as they 
arc sometimes called, who believe in a continuing moral progress by 
virtue of which the human race already consists of reliable, rational, 
decent people, influenced by truth and objective standards, who can 
be safely released from the outward restraints of convention and 
traditional standards and inflexible rules of conduct, and left, from 


Op, at, p. 94. 
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now otiwards, to their own sensible devices, pure motives and reliable 
intuitions of the goodJ 

In short, we repudiated all versions of the doctrine of original 
sin, of there being insane and irrational springs of wickedness in most 
men. We w^ere not aware that civilisatiem was a thin and precarious 
crust erected by the personality and the will of a very few and only 
maintained by rules and conventions skilfully put across and guile¬ 
fully preserved. We had no respect for traditional wisdom or the 
restraints of custom. We lacked reverence, as Lawrence ^ observed 
and as Ludwig ^ with justice also used to say -- for everything and 
everyone. It did not occur to us to respect the extraordinary accom¬ 
plishment of our predecessors in the ordering of life (as it now seems 
to me to have been) or the elaborate frann^work w^hich they had 
devised to protect this order. Piato said in his Lmv^ that one of the 
best of a set of good laws would be a law foiLidding any young man 
to encjuire which of them are right or wrong, though an old man 
remarking any defect in the laws might comnmnii ate this observa¬ 
tion to a ruler or to an equal iir years when no young mart was 
present. That was a dictum in which we should have been unable to 
discover any point or significance whatever. As cause and conse¬ 
quence of our general state of mind w^e completely misunderstood 
human nature, including our own. The rationality which w^e 
attributed io it led to a superficiality, not only of judgment, but also 
of feeling. 

The comment is just. r>ut it may be that the imperfection of 
their view was due not only to this neglect of certain character¬ 
istics of human nature, but also to defect > in their philosophical 
bible. 


Among the undergraduates who arrixed at Trinity in the 
year 1899, five soon became intimate friends. ^Vhcn Maxnard 
went up three years later, he found theni there, a close circle, 
and was adopted by them. These men were Thoby Stephen, 
Clive Bell, Saxon Sydney-Turner, i.eoiiard \Voolf and Lytton 


’ It has been pointed out to me, I judge corrertlv, tlial these friends did not 
(actually attribute these high qualities to the maiority of mankind ; theie was in fact 
U good deal of disdain for that majority. NovertheJes*; Maynard is right in holding 
kliat their ethical code --- or lack of code — was only defensible on the assumption 
phat these qualities were in fact present, 

I ^ D. H. Lawrence. ^ Ludwig Wittgemlem. 


O 
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Stradiey. Very soon after their arrival they founded the Mid¬ 
night Society which gathered at twelve on Saturday evenings 
and proceeded to read some serious play. An arduous beginning 
to a lifelong intimacy ! 

Thoby Stephen, son of Leslie Stephen, was the most mundane 
of the party. He came of a cultivated home, was well read, and 
liked to talk to these friends about books; he was good-looking, 
had sporting interests, and formed a link with the wider world 
of Trinity. He had qualities which made him greatly beloved; 
but he was entirely unselfconscious about his charms; he was 
spontaneous in his friendship, and, by his poise and self-confidcnce, 
a pillar of strength in this intensely intellectual and somewhat 
introspective group. He was known to them as the Goth 
Of the other four, the closest to Thoby was perhaps Clive Bell, 
a gay and amiable dog ”, as Maynard calls him,^ less oppressed 
by the cares of humanity than the others, full of life and sparkle, 
an unending source of cheerful gossip. He was deeply interested 
in the visual arts and this provided a link between him and Lytton 
Strachey. Saxon Sydncy-l'urner, ‘‘ the quietist ”, was the most 
scholarly. He was a classic, and later perpetrated more than one 
of those incredible tours de Jorce^ the Latin Epilogues performed 
after the production of a play by Plautus or Terence at his old 
school, Westminster. He shared with Leonard Woolf the view 
that human prospects were very black. He was of amiable dis¬ 
position, and a staunch friend, and continued to be an intimate and 
highly valued member of this group, indispensable in any reunion. 
His life has been spent in the British Treasury, Leonard Woolf 
was an ardent spirit, then, as always, the fearless champion of the 
oppressed. In political opinions he was probably the most left¬ 
ward of the parly. Of sensitive and discriminating intelligence, 
and interested in art and literature as well as in politics, he was a 
delightful intellectual (ompanion. 

Lytton Strachey was one of a family of thirteen (ten surviving 
infancy). He was delicate in his childhood, and remained so. 
His school education was fragmentary ; yet at nineteen he seemed 
in many respects more mature than most Cambridge freshmen. 
Two features of his youth stand out. One was his incessant read¬ 
ing from early years. His mother was devoted to Elizabethan 
literature, and she began to read Shakespeare and other Eliza¬ 
bethan playwrights aloud to him when he was barely three, and 

* op. cit. p. Bi. 
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at an early age she introduced him to French literature* She was 
a woman of remarkable gifts, a friend of Huxley, George Eliot, 
Henry Maine and other illustrious men and women of the time. 
She was also interested in painting and music. Modern ideas 
began to infiltrate, for we learn that, before the end, Roger Fry 
was an occasional visitor. And there, in the bosom of the family, 
in addition to all the others, was the young cousin Duncan Grant, 
in the charge of Lady Strachey, his paternal aunt, while the Grants 
were in India. Duncan’s painting activity began early. 

The second characteristic was the incessant fun and laughter. 
To use a word not dignified but appropriate, Lytton seemed to 
his sisters to be giggling fairly continuously from the age of three 
to nineteen. There were the habitual jokes of childhood, fanciful 
nicknames, endless conversations in dog French, acting, ragging, 
playing jokes on visitors, not practical but subtle and disconcerting. 
The round of fun was hectic and delirious, and Lytton’s inventive- 
ness seemed endless. 

Being delicate he was sent with two or three other boys to 
coach with Mr, Forde at Poole Harbour. He had his youthful 
adventure; routine was broken by a trip, first to Gibraltar, and 
then through Egypt to the Cape, when he was twelve years old; 
there was some connection between this trip and the journeyings 
of his father, Sir Richard Strachey, who was a great Indian 
Administrator. Lyttoii had to travel alone with his older sister 
Dorothy (Madame Bussy) to Gibraltar. She recalls that his 
father gave instructions that, if anything went amiss in the Bay 
of Biscay, they were not to spare the champagne. Sitting together 
in the cabin they obeyed this instruction to the letter. Thus 
Lytton received his initiation even earlier than Maynard ! 

Having returned for a time to Mr. Forde, he was sent by his 
mother to Abbotsholme, a school in Lancashire, conducted on 
modern lines, somewhat under the influence of Edward Carpenter. 
It appears that this did not suit him. He was withdrawn after 
a term and proceeded to Leamington College, when' he spent 
between three and four years. This was a small school, chosen 
for that, but run on more conventional lines than Abbotsholme. 
It may be well that his energies were not overtaxed there, and 
that his reading continued apace. 

His next port of call was Liverpool University, to which he 
went at the age of seventeen. This was due to the presence of 
Sir Walter Raleigh, whose influence was important. It is pleasant 
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to tibiiiik of the mutual regard felt for one another by these two 
fine geniuses of literature*^ We may be sure that Raleigh^s 
beautiful dry humour was not lost upon Strachey. Raleigh 
was in the van of a shift of critical values. Cultivated persons 
of the late-Victorian period were no doubt well read in our earlier 
masterpieces, but they were inclined to be over-zealous in their 
admiration of the Victorian pontiffs; they gave the classics their 
meed of praise, but with an iniSection which implied that the 
older masters were a little archaic, of the past, hardly really 
significant for current problems, having been superseded by the 
Victorian giants, with their greater depth and more spiritual 
vision. Raleigh served to restore a sense of proportion, and 
Strachey in this sense may be regarded as his disciple. 

But he was not officially studying literature at Liverpool; his 
subject was history; and he often expressed indebtedness to 
Professor Mackay. He was introduced also to social problems, 
being taken round the worst parts of Liverpool by Dr. Stookes 
with whom he lodged. He made a lifelong friend in Lumsden 
Barkway, since Bishop of St. Andrews. Although they were 
bound by ties of mutual amity, their intellectual points of' view 
were not coincident. The Bishop has written a valuable treatise 
on The Creed and its Ciedentials. Strachey at one time thought of 
writing a Life of Christ, and is recalled as having given as his 
reason lor abandoning the project that it was impossible to find 
evidence for his ac tual existence ”. 

His mother wished him to go to Balliol College, Oxford. The 
Balliol authorities were somewhat perplexed by the oral examina¬ 
tion. Mr, Strachan-Davidson told Lady Strachey that he would 
probably be happier at a smaller college. So she sent him instead 
to Trinity College, Cambridge. 

His debut there was not an unqualified success. Weird in 
appearance and in his manner of speaking, paradoxical in the 
substance of what he seemed to be saying, in so far as it was 
possible to make head or tail of it, he was an object of some 
doubt in the minds of many Trinity undergraduates. To balance 
this, he quickly gathered round him the circle of interesting friends 
whom I have already named. And senior men, such as Mr. Des¬ 
mond MacCarthy and Mr. E. M. Forster, were not slow to be 

^ Cf. liters of Sir Walter Raleigh, edited by Lady Raleigh, ii, 479-82. In the 
letter of 13th May 1918 Raleigh suggested that Strachey should write the Life of 
Qjieen Victoria. 
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impressed by his fine intellect. A word should be said about his 
voice, which was a subject of general and unfavourable comment, 
being, on first acquaintance, Ixis most noticeable characteristic. It 
broke late, and, to the end of his life, it went into a high pitch on 
the emphatic termination of a sentence. The complaint was that 
it was extremely affected, even being used by him to make an 
utterance sound impressive which had nothing else to commend 
it. On the whole, the charge of affectation is probably false. 
The intonation was certainly very peculiar, but this was a family 
characteristic. The brothers and sisters shared it with him, and 
were often recognised as Stracheys by total strangers in remote 
parts of the globe. It need not be denied, however, that he 
occasionally exaggerated his native inflections for effect. There 
are recollections of his uttering whole sentences in a monotonous 
ftilsetto which was certainly not natural to him. It may well 
have been done to tease. We must not forget that he had spent 
nineteen years in making the other members of the family laugh, 
and there was no reason why the atmosphere of Trinity should 
stanch his capacity for fun. But there was more to it than this. 
In his own thoughts he wished to bring about a revolution in 
many existing values. Thought and feeling are conveyed not 
only by grammatical fl)rms but also by the inflections used in 
ullerantc. By choosing to stress those elements in a sentence 
which arc not usually stressed, and conversely, one may produce 
in the mind of a hearer a revaluation of old tnusms. When one 
wishes to persuade men to think or act differently — a hard task 
veritably — no artifice is to be despised. There was much more 
meaning in his curious inversions of stress than the undergraduates 
of Trinity, even his friends, at first understood. As evidence of 
this we may adduce the fact that in due course these peculiar 
intonations were adopted by a number of clever people, and used 
by them as an instrument to achieve their own quite different 
effects. The Strachey voice became the ‘‘ Bloomsbury voice ”, 
and was used by many who had never even heard Strachey speak. 

The influence of Strachey at Trinity was not at once out¬ 
standing ; his comment on life was subtle, and the flavour of it 
an acquired taste. His mode of asserting his own point of view 
was a peculiar one. He often sat silent in a corner, letting the 
ripples of general conversation flow over him. Then suddenly 
he piped up, perhaps in a high squeak. He might say some¬ 
thing of devastating pointedness, which quite clearly confuted 
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and confounded them all. Or he might say something which they 
hardly understood. Or what he said might on the face of it be 
so profoundly shocking, that they could scarcely believe that his 
words were to be taken seriously. Perhaps they were a joke ; and 
yet, perhaps, he might mean them seriously. There could be 
something terrifying about his silences. There was no longer the 
ceaseless flow of gaiety of his boyhood days. He brooded, and 
polished his thoughts. He still had a great sense of the ludicrous. 
But it was distilled now and expressed in sudden sallies. 

His friends did not at first apprehend that he was a man of 
outstanding genius. He stayed in Cambridge for six years, and 
before he went down his influence had become paramount 
among the intellectual youth. When Maynard arrived in 1902 
Slrachey was not yet at his zenith. If Maynard fell for him at 
once, that was by virtue of his own clever judgment; he always 
recognised the best when he saw it, with a lightning discernment. 
They also had certain affinities, which it is necessary to the story 
of Maynard to analyse. Lytton was unusually mature, for an 
undergraduate, in his literary and artistic judgments ; Maynard 
had such interests. Hitherto he had not had for stimulus more 
than might come from a cultivated home and from Eton. This 
was not enough to satisfy his intense spirit. He had a passionate 
nature, and a craving for something high, for something perfect. 
But he could not be satisfied easily. He was, first and foremost, 
a very clever man, a deep thinker, a logician. A literary man, 
however accomplished, who could not see the force of a good 
argument, might win his affection, but would not do as a regular 
companion for him at this stage. He needed someone who could 
sufficiently understand his mental processes. 

Lytton was such a person. This is not always appreciated 
by his readers. Some are beguiled by his poetic vision, by his 
fun and by the impressionistic touches in his historical writing, 
into supposing that he was an intellectual dilettante, fundament¬ 
ally frivolous. This was by no means the case. He was a man 
of considerable intellectual and logical ability. His hither had 
scientific interests, including meteorology. He was a Fellow of the 
Royal Society and Royal Medallist. He was President of the 
Meteorological Society; this was not merely an ornamental 
position; he took an active part in discussing with its experts 
the details of their activities. He and Lytton used to write 
letters to each other about mathematical problems. At Cambridge 
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Lyiton became deeply interested in the pldlosophies of McTaggart 
and Moore. There was a time when, in planning Eminent Vic^ 
torians, he thought of including a series of studies of Victorian 
scientists, with the intention of raising these scientists in the popu¬ 
lar esteem by as much as he depressed Manning and Arnold. If 
Maynard wanted to grapple with some exacting philosophical 
problem, Lytton could come at least part of the way with him. 

But this is not the whole story; we must go deeper. Lytton 
was, in the world of ideas, a revolutionary. He wished to over¬ 
throw, to make a clean sweep, to value all things anew, and this 
appealed to something very deep in Maynard. Just at this 
juncture Lytton, both because he was three years senior and had 
had an unconventional education, had progressed further than 
Maynard in the quest for fresh values. At the moment he was in 
a position to help Maynard towards satisfying his cravings for a 
new vision of heaven and earth. 

On the whole, nineteenth-century England remained under 
the sway of the romantic movement, of Goethe and of that extra- 
ordinaiy galaxy of men of genius who wrote in English in the first 
quarter of the centuiy. The great Victorians, for all their vitality 
and originality, their remarkable twists and turns of form and 
feeling, remained under the spell. The old vein was worked hard 
and exploited in new ways. This could not go on. By the end 
of the century the time was ripe for a great revolt. 

Strachey’s early immersion in the Elizabethans and the French 
work of the seventeenth and eighteenth centuries was important: 
important also was the fact that these were his private enthusiasms. 
For Keynes at Eton, the older masters were part of what was 
venerable and established ; Burke's oratory was the old, old '' 
stuff. For one’s private adventure, one went ahead of one’s 
schoolmasters and admired Browning and Meredith. In culti¬ 
vated London drawing-rooms the position was reversed. There 
the latest Victorian masters were the revered idols; to suggest 
that one's soul might be better nourished by reading Gibbon 
was indeed astonishing, 

Strachey’s revolt was not only literary. The religious question 
was central. Many of the great Victorians no longer accepted 
dogmatic theology. Bui had they faced the implications of rejec¬ 
tion ? They were worried and ambivalent. Were they also a little 
hypocritical ? On these deep questions one must be absolutely 
honest, truthful, straightforward. If a clean sweep had to be 
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made, let it be made. There was the cotisequential question of 
values and moral sentiments. Here again one found ambi¬ 
valence, obscurity, fear to face the issues. Yes; it was time to 
make a clean sweep and to build again in the light of one’s 
deepest convictions. At this point Moore stretched out a helping 
hand, with his idealism unequalled “ since Plato ”, and ‘‘ better 
than Pkito because it is quite free from fancy 

All this responded to something fundamental in Keynes. His 
mind was highly intolerant uf anything ambiguous or makeshift. 
Confronted with an int ^Uectual patchwork, with an old idea and 
a new idea incong, uously held together, he could not fail to detect 
the incongruitv.with his quick penetration, and was left with a 
feeling of irrigation and disgust. He, like Strachey, craved for the 
clean sweep, the bold new idea, the crisp and lucid. And then 
he deeply l<jvcd excitement and adventure. This revaluation — 
where woi Id it lead ? What new vistas would be opened to 
view ? And he had a streak of iconoclasm. To tease, to flout, 
finally perhaps to overthrow, venerable authorities — that was a 
sport whi(}h had great appeal for him. And so it happened that he 
found in this clever Trinity undergraduate someone who shared 
many of his deeper tendencies ; here indeed was an ideal friend. 

The C'.ollected Edition of Strachey’s works consists of six 
volumes.^ Of these, posterity may well attach the least value 
to Eminenl Vuloriam, in which he gave full rein to his satire and 
sense of fun. Since it was through this book that he made his 
impact on a wider public, there arc still loo many who judge 
him by it^ Turning to the other five, an admirer might claim, 
not with d'\gmatism but with confidence that he could not easily 
be refuted, tl',at one would have to look back to Hazlitt to find 
work of conij arable distinction in the field of biographical and 
literary belles It tires. But one who witnessed all the ferment of 
those days migut have expected a greater achievement by the 
whole group, son ething as important for the coming time as the 
Romantic Movement had been a hu^iJred years earlier. It has 
not so turned out. 

Keynes also had within him the seeds of rebellion. Although 
his intellect reached its full development when he was very young, 
his creative impulse came to maturity slowly. In those days he 
did not know that he was to be an economist. In the end his 
influence extended further than Strachey’s, for the products of his 

^ Publ. Chatto &, Windus, 1948. 
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brmtt have become the everyday thoughts of many people all over 
the globe* He at least has carried the banner far afield* The 
ultimate outcome of Keynes’ work is not yet decided. All we 
can now say is that he is decidedly in the running for the prize 
of having had a permanent influence on all the framework of 
the land This is a paradox, for social questions were not prom¬ 
inent in the discussions of that group. His wish to challenge 
authority was indigenous to him; but there is no doubt that the 
impulse to build all things anew was sustained and strengthened 
by the society of these Cambridge friends. 

There is one final characteristic of Strachey which must be 
mentioned. This lanky, angular creature, a comic almost, with 
his weird voice, and clever, critical, mocking mind, had in the 
highest measure the power of personal sympathy. He had a 
delicate understanding of the inmost recesses of the heart. Es^en 
with a close friend it is not always easy to confide ; there is often 
some barrier, some fear perhaps of shocking, perhaps of saying 
something that will disturb the friendship in an unforeseeable 
way. With Strachey there could be no iear of this sort. One 
could be sure that whatever one said would be received with 
perfect understanding. There could be no embarrassment, no 
awkwardness. As it were to compensate for his sharpness and 
satire in general company, and on intellectual topics, he was 
gentleness itself' as a confidant. Whence came this quality? 
Was it all that fun and jest, which kept his relations with his 
family so easy and gay? Confucius held that one's power to 
maintain harmonious relations in one's own family precisely 
measured one’s power to do so in a wider world. All the Strachey 
family had some gift of sympathy- Btii nc* doubt we must ascribe 
Lytton's high measure of it to his own peculiar genius, and associ¬ 
ate it with those powers of interpretation and penetration which 
we find in his literary criticism and in his study of historical 
personages. 

The reader may wonder how this could have been important 
for Maynard, who was so successful, so competent in all his own 
affairs, so much a master of life, so little in need of external 
support. This is only to look at the surface. From the outside 
he seemed all urbanity, suavity, self-possession. He appeared to 
some to be almost inhuman, so mechanical was the precision 
with which he achieved every objective. Yet underneath that 
urbanity he had an ardent, passionate nature. He had a great 
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fund of afifection which he wished to lavish and have reciprocated. 
But his other gifts, which raised him to a superior plane, became 
in the course of time in some sense a banier. The ordinary run 
of mortals had so much respect for his powers, that it was not easy 
to be on simple terms of human fellowship with him. This problem 
hardly arose at Eton. At school a boy, however clever, provided 
that he is not gauche or egoistic, remains one of the family among 
his contemporaries in his house. Maynard was very companion¬ 
able, and the schoolboy spirit of easy friendship permeated his 
daily intercourse. At the University distinctions begin to appear. 
The clever set becomes slightly apart. One may begin by rowing 
in the College boat, but that has to be given up for the sake of work 
and other pressures on one’s time. A young man like Thoby 
Stephen, with his abundant charm and easy fellowship, would dis¬ 
charge and receive, in the course of his daily college doings, any 
amount of spontaneous affection. In such good comradeship, the 
cravings of nature received satisfaction, the person in question 
being scarcely aware of what was going on. A very clever young 
man slightly different, inevitably slightly aloof, lacks something 
that others have in their easy companionship. But if he be of an 
affectionate nature, as Maynard was, the lack sets up internal 
reactions; one’s feelings become just a little intense and perhaps 
overwrought. One concentrates a stronger stream of affection 
upon one’s particular friends. Then if anything goes wrong with 
the friendship, there may be acute distress. Under the polished 
surface of urbanity, his emotions ran strong. 

Thus from time to time the woes of the world descended 
upon him, and his spirit would languish. It was therefore of very 
great value to have such a confidant as Strachey, who was not 
in the least frightened of him and who had a unique power of 
sympathetic understanding. To intellectual companionship w^as 
added a deeper communion of spirit. 

Maynard did not forget his older friends; he strove to main¬ 
tain his (lose relationship with Swithinbank; he wrote to him 
frequently, paid occasional visits to Balliol and was eager that he 
should be appreciated by his new friends. Strachey was greatly 
impressed by him. At Balliol, Swithinbank’s most interesting con¬ 
temporary w^as J, D. Beazley, and he reciprocated by introducing 
Beazley to Maynard. Although no great intimacy arose, Maynard 
showed a touching desire to bring this friend of Swithinbank 
into his circle also. There are often references to Beazley in his 
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letters to Swithinbank —has he won such-and-such a prize?— 
what are his interests now ? Swithinbank (accompanied by Dun- 
das, who stayed at Harvey Road) brought Beazley on a visit to 
King’s in the autumn of 1904. Incidentally, in the course of the 
visit, Beazley caught a cold. Such matters he usually took in his 
stride, and was amazed therefore to find Keynes putting him to 
bed, producing all sorts of cures and lavishing the greatest atten¬ 
tion upon him, Beazley had the sense that he was nursing him 
like a mother Like a mother ”, he repeated to me with 
emphasis. Poor Maynard had much experience of colds, and of 
worse ailments following on colds, and of his own mother’s loving 
care. 

But before this disaster of the cold, Beazley found himself 
sitting by the fireside in a Cambridge study. Opposite him was 
a lanky, loose-limbed figure, outstretched in an easy-c'hair, in a 
position of the greatest repose; that was Keynes. On the carpet 
in front of the fire was a collection of still longer limbs, still more 
loosely joined together, stretching out indefinitely in different 
directions; that was Strachey. It is difficult to remember over 
the years the contents of brilliant conversations, but the following 
piece of nonsense happens to have remained in Beazlc^y’s mind: 

Strachey {from the heaithrug) : ‘‘ 1 have never in the whole course 
of my life read any book merely for pleasure. Have you, 
Keynes ? ” 

Keynes : “No, never. Have you, Beazley ? 

Beazley : “ Oh yes. I read poems out of the Greek Anthology 
like eating chocolate creams out of a large box.'" 

This was a palpable hit. But later the ron\ ersation took a more 
serious turn, the subject being rococo. Beazley expressed a prefer¬ 
ence for the classical rc\ival of Gauova and Ingres, Keynes was 
on to him like a knife. “ Oh, do you really Beazley ? Now why 
is that ? You must give us your reasons.” He seemed almost 
nettled, as though Beazley had invaded a strongly held conviction, 
trodden on sacred ground. Beazley does not recall that he made 
an adequate defence of his prcfenmcc. 

American and German scholars have given me their opinion 
that J. D. Beazley is the world’s foremost classical scholar in this 
generation. His attribution of hundreds of Greek vases to various 
individual painters hitherto unknown, and its acceptance by all 
who are competent to judge upon the matter, may perhaps be 
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regarded as the most notable achievement in the whole history 
of art criticism. Beazley has travelled far and wide wherever 
Greek antiquities arc to be found, and met most of the eminent 
classical scholars and art connoisseurs of the various countries. 
His tribute therefore has some weight. 

‘‘ When I went over to Cambridge at that time,” he has told 
me, “ I thought Keynes and Strachey were the two cleverest men 
I had ever met; and, looking back over the years, I still think 
that they are the two cleverest men I ever have met.” I asked 
him specifically whether he had the impression that one was 
leading or dominating the other. ‘‘ No,” he replied, '' they 
seemed to me to be equals, peers, different and complementary.” 


5 

Such was the setting and such the interests; and the terms at 
Cambridge passed rapidly by. 


J. M, Keynes to B. W. Svoithinhank^ loih Decembe) igo2 

I am engaged upon the works of Peter Abelard, my intention 
being, at present, to write a paper upon the aforementioned gent. 

How go things with you? —1 find so many nice people, who 
have periods when they come to the conclusion that the world is a 
damned bad concern : — a very bad habit, even if their conclusion 
is the right one, and a very difficult one to get out of — ho'w go 
things with you ? 

The paper on Abelard was read to the Apennine Society at 
the beginning of the following February. Those who heard it 
were astounded by the erudition of this mathematical philosopher. 
We learn from his father’s diary that, while he was working 
on Abelard, he was devoting three hours each morning to 
mathematics. 


J, M. Keynes io B, W. Swithinbanky 31st December igo2 

On Friday I am going metropoliswards to see two plays; later 
on I shall be in Manchester for a short time visiting relatives. An 
uncle is a Director of the Rylands Library (one of the best collections 
of rare books in the country) and I am to be given full access. . . . 
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One of the plays was Forbes-Robertson’s Othello^ which he 
enjoyed immensely In the last years of his life many great 
honours came to Maynard, and many invitations to serve as 
President, or Vice-President, or what not, of various bodies which 
he had to refuse. But the invitation to be a Director of the Rylands 
Library he accepted, and it gave him great pleasure. 

Next term he began going to Moore’s lectures on Ethics; in 
addition to Hobson he had Richmond, a Fellow of King’s, for 
mathematical instruction. 

J. M. Keynes to B, W, Sivithinbank^ 24th January 1903 

Next Tuesday at the Union Sheppard propuses that the Dis¬ 
establishment of the Church would be in accordance with the best 
interest both of herself and the nation ; and Gaselee opposes. 

Won’t it be grand ! 

J. M. Keynes to B, W, Swithinhank^ ^ih Febtuary 1903 

The result of the Disestablishment debate was, I think, on the 
whole satisfactory; Sheppard made a very good speech indeed, but 
Gaselee, T thought, was a trifle disappointing; his was a good speech 
too, but he was clearly not at his ease and did not orate enough. 
Last night Sheppard, Strachey, and I dined with Vcrrall; he holds 
forth continuously and somewhat brilliantly withal, his wife and 
diiughter forming an intelligent and well drilled chorus. 

During the last week the whole of King's has been turned upside 
down by a religious controversy — as to what lines a mission, which 
it is proposed that the College should start, is to be run upon. It 
was, at one time, to be high church, but Sheppard and I and several 
others helped to organist* a regular opposition and we finally carried 
in the College meeting by a majority of some 75 to 25 that th(* 
scheme should be on a purely secular basis. It was a tremendous 
triumph. But 1 will say no more about it; we have had enough of 
it here already. I had to make a speech before the Provost, almost 
the whole College, and a no. of dons including Professor Bury. 

I read Abelard last Sunday. 

I would ooze more ink, if I hadn’t to speed ofl' to tea with 
Strachey. . . . 

The controversy mentioned in this letter shook the College to its 
foundation. After much negotiation, much intrigue, the forma¬ 
tion of committees and of sub-committees, the hopes of a settle¬ 
ment were finally dashed and there was a great ad hoc meeting in 
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the Hall of King’s, which is still remembered. Mr. H. O. Meredith 
and George Barger were brought up from London to speak. A 
word should be said of Meredith, who had just been elected to a 
fellowship. He was resident in London at this time, but had 
recently been a person of considerable influence in King’s, A 
man of noble mien, later with a beard, and of bright, flashing eye, 
he looked and was every inch a philosopher. With such an im¬ 
posing appearance, he naight be expected to roll forth resonant 
Victorian periods. Not so; his voice was very gentle, reflecting 
his subtle, finely tempered mind. He did not orate, but in a quiet 
insinuating way, with delicate touch, pushed your thought 
forward a little. Might not the matter be just a little different — 
like this ? He was an early admirer of the works of Mr. E. M. 
Forster, and enthusiastic in his appreciation of Lowes Dickinson.^ 
Barger was the well-known chemist. Grant and Gaselee were 
leaders on the other side. 

Meredith has a clear recollection of the speeches made by 
Maynard and Sheppard on this occasion. Maynard's was a 
magnificent forensic display, cool and collected, the arguments 
well marshalled, the rights of the individual conscience clearly 
set out. It carried the votes of those who could be persuaded by 
logic, and his support gave his side the necessary respectability 
among Etonian Kingsmen. But Meredith judges that Sheppard’s 
performance was the more effective with the majority. An 
experienced Union speaker, he delivered what he had to say with 
sober, reflective judgment. He had been much perplexed in 
mind by this affair. Drawing on his experiences in connection with 
the Dulwich Mission, he adjured his audience to choose the path 
of caution and safety. This motion was carried and Maynard 
was inevitably elected one of the twelve members of the Settlement 
Committee. 

He spoke ‘‘ on the paper ” at the Union at the first meeting 
of the term on the Venezuelan dispute, urging that it was not 
safe to trust Germany too implicitly ”. Later, rather surprisingly, 
he spoke for a motion in favour of the support given by the 
present Government to the Principles of Imperialism 

Next term he visited Oxford (Swithinbank was still at Eton; 
he went to Balliol the following autumn). 


^ H. O. MtTcdiili (known as “Horn** in Maynard’s circle) in 1911 became 
Piofessor of Political Economy at Queen’s University, Belfast, where he was an 
important cultuial influence both in the University and the city. 
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J. M. Keynes, Balliol College, O^ord, to B. W. Switfdubatdc, 30th May 
1903 

As you will see from the preliminary emblazonment I am staying 
at the rival seat of the humanities, having made a dinner to Sir E* 
Grey, to which I was invited as a representative of the Cambridge 
Liberal League, an excuse for a first visit to Oxford. 

I went to breakfast at All Souls this morning to meet him, and 
he strikes me as a very commanding and reliable statesman. 

Butler is putting me up at Balliol. 

I have been waxing quite political lately— a most amusing 
game, and a very fairly adequate substitute for bridge. 

I am leaving Oxford this evening: it's all very mysterious, but 
rather pleasant. 

Back in Cambridge he was first speaker for the motion at the 
Union that the House sincerely hopes that Home Rule for 
Ireland is beyond the sphere of practical politics According to 
the Cambridge Review he held that there W’^ere practical objections, 
both fiscal and strategical, that would render the granting of 
Home Rule an utter impossibility- Mr. Keynes' forte is clear¬ 
ness, fluency and elegance of expression. He makes no attempt 
at oratory, and except in a well educated audience he would be 
difficult to follow.’' He made other speeches and was elected at 
the top of the list to the Standing C^ommittee. Immediately 
after the end of term the family went lor a holiday to Switzerland. 

In his second year he was able to move into a fine set of rooms, 
formerly Gaselce’s, on Staircase A, looking across the front court 
towards the Chapel. His mother had to think hard about furnish¬ 
ing them. The dining-room carpet and the drawing-rof)m sofa 
were transferred from 6 Harvey Road. Cambridge has a pleasant 
habit of assembling undergraduates voluntarily for a period of 
residence during the long vacation. There are no lectures or 
official instruction ; it is a reading party on a grand scale.^ May¬ 
nard went with Page for some coaching to Mr. Leathern of St. 
John’s. 

During the course of the vacation he remembered that there 
was a subject, in which his father had no little interest, called 

* It is to be feared that the Cambridge srientists are, by making certain attend¬ 
ances at the laboratories compulsory (1950), insidiously tending to convcit this into 
an extra term — to the detriment, some hold, of the proper studies of dons and 
undergraduates alike. 
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PoElical Econoitiy. He set himself to do the Civil Service Eicamma- 
tion Paper, in which his father happened to be examining, and in 
the following weeks did some desultory reading in it. Towards the 
end of the vacation we find him going to a gathering organised 
by the Liberal Party at the Hotel Cecil, in London. 

The fiscal question was becoming a burning issue at this time. 
At the opening meeting of the Union Keynes was speaking on 
the Free Trade side. Towards the end of the term Swithinbank 
and Dundas came over to witness Sheppard’s performance of 
Peithetairos. Dr. Keynes notes that Maynard ‘‘ cannot be doing 
much work. For fourteen consecutive days he has only one free 
evening.” The impulse first given by Mr. Lubbock died hard, 
and at this time he was again wwking at St. Bernard. 

Meanwhile Maynard's sister Margaret had completed her time 
at Wycombe Abbey and had gone for further education to Ger¬ 
many, where she stayed with the Baronin von Bissing at ^Vitten- 
berg. In the following Easter Vacation Maynard went with his 
mother to fetch her home and they visited Dresden and Berlin. 


J. M. Keynes io B. W. Swithinbank^ 24th March 1^04 

Out of some three-thousand pictures I find J have marked 140 
in my catalogue as supreme, and 24 as ~ well whatever the word is 
for the next stage up towards the ideal good. Every painter is here, 
but J find the Germans of the early sixteenth century most to my 
taste, — the Diirers, Holbeins, and Cranachs. 1 should like to 
analyse my reastms — if I have any. In Berlin we saw more pictures 
— especially one Holbein, and both here and there much statuary, 
Greek and Roman and later; at Berlin two most beautiful ]>oys’ busts 
of the Augustan period, and a most magnificent bust of Scipio 
Africamis — but the list is endless. ... At Berlin we saw Ibsen’vS 
Wild Duck supremely acted. The more I contemplate it the greater 
docs the play appear. . . . The book-sellers’ shops in this country 
are rather an interesting contrast to ours ■— innumerable translations 
from French and English (particularly Bernard Shaw’, and Maeter¬ 
linck), very little native modern literature, but the Classical writers 
of all languages translated and fabulously cheap. (I bought a copy 
of Ibsen’.s Wild Duck for 2d. and that is the normal price.) 

In the next following Summer Term (1904) he showed in a 
very striking way his predilection for the best. He attended a 
course of lectures by Alfred Whitehead, given three times a week, 
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aUm. Not an easy task! Experto crede. There is some tendency 
to stay away, even if only to spare the lecturer his pains. In a 
letter written to me some thirty years later, Whitehead cited 
Bertrand Russell and Keynes as instances of his best pupils. At 
the time it puzzled me to know how Keynes had been his pupil. 
This solitary attendance for three hours a week surely justified 
the description. 

Maynard continued to speak frequently at the Union. At 
the last meeting, with Sheppard, just elected President, already 
in the Chair, he spoke for a motion proposed by MacGregor ^ 
against Chamberlain’s Fiscal Policy. On earlier occasions the 
House had tended to be favourable to Chamberlain. But this 
time the Free Traders carried the day. 

At the end of this term he was elected Secretary of the Union, 
defeating Mr. J. K. Mo/ley, By the custom which was then 
followed in Cambridge, the Secretaryship led automatically to 
the Vice-Presidency and the Presidency. Thus in effect he had 
been elected President. At the same time he also became Presi¬ 
dent of the University Liberal Club. And in the May examina¬ 
tion, a kind of College dress-rehearsal for the ordeal of the Tripos, 
which was to come a year later, he obtained a first-class in 
mathematics. 

Quite a little bunch of successes! Did they recall that red- 
letter day at Eton when he was elected to Pop, obtained a King’s 
scholarship, and his college colours? I hardly think so. Less 
than three years had elapsed, but in that time lie had growm up. 
He had long since achieved maturity of speech and manners, but 
now he had achieved maturity of soul. He was to be President 
of the Union, yes; but his mind kept reverting to Moore’s 
argument at the last meeting of the Society, and to Strachey’s 
revelation at their talk over the fire a few nights ago. He had 
become the apostle of truth. To think aright, perhaps to influence 
the course of events, these were to be his goals in future. No 
worldly successes were to mean much to him, nor rebuffs either 
for that matter. It is true that when, shortly before his death, 
he heard that he was to receive the Order of Merit, that gave 
pleasure. He may have felt that it was what he “ desired perhaps 
more than anything else that remains to be got here But 
with the mellowness of advancing years external honours regain 
something of the charm that they have for the imagination of 

^ 1 ). H. MacGregor, Drummond Professor of Political Economy, Oxford, 1922-45. 
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boyhood. One recaptures a vision of the enchantments of fairy¬ 
land. 

In the Long Vacation he went with Woolf for a walking tour 
in North Wales, and they stayed with the Sangers. Towards the 
end of it he began working on his essay on Burke, which in the 
following term won him the ‘‘ Members’ Prize The greatest 
merit of the essay was his mature restraint in not forcing the doc¬ 
trines of Burke to yield clear-cut answers to the questions raised. 
He showed much sympathy for his author’s point of view, includ¬ 
ing his defence of things established, criticising him mainly for 
letting intrinsically good arguments carry him to extremes. It is 
interesting to compare this essay with his Memoir. In the latter 
he wrote of his youthful period that “ we were not aware that 
civilisation was a thin and precarious crust ”, and ‘‘ it did not 
occur to us to respect the extraordinary accomplishment of our 
predecessors in the ordering of life (as it now seems to me to have 
been) or the elaborate framework which they had devised to 
protect this order But his essay shows clearly that he had 
known all about that at the time. He had never in his own person 
been a callow young idealist; he had had no illusions. If he went 
along with his friends in dreaming dreams, it is clear that he must 
have had his own mental reservations. It was part of his genius 
and his greatness that, while he could become the most polemical 
of partisans, he saw all sides of the case. This bewildered many, 
since they inferred fickleness. But it reassured the finest minds 
who met his, because they knew that, when it came to practical 
decisions, he would recognise the full strength of the opposition 
case, — and indeed already knew it better than his opponents 
themselves! Thus, for all his exaggerations in controversy, he 
would be a safe guide in action. 

He now approached the final year of his work for the mathe¬ 
matical Tripos. His comparative neglect of his proper subject 
of study had been a matter of recurrent anxiety to his father, 
who feared that the wrong subject had been chosen. Maynard 
continued to maintain outside interests. This Michaelmas term 
was the occasion of the Swithinbank-Beazlcy visit, and we find him 
still playing the Wall Game at Eton, His position at the Union 
inevitably absorbed much time, and he spoke frequently. He 
was due to hold office in each term in this last year, but by a stroke 
of luck he missed the Vice-Presidency. The President elected at 
the end of the Michaelmas term for the following term was not 
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able to remaia in Cambridge, and in consequence Maynard 
proceeded straight from the Secretaryship to the Presidency, and 
his Tripos term was thus clear of official dutieJ^ at the Union.* 
One characteristic touch must be mentioned in connection 
with his term of Presidency. He was not so immersed in high 
Union politics as to take no thought of the staff. He set up a 
Committee to investigate the matter, and detailed instructions 
concerning hours of employment were embodied in the minutes 
of the Standing Committee during his term. And, determined 
that the matter should be properly buttoned up, he had a standing 
order passed that in future every Vice-President must make a 
report on staff conditions. 

The Tripos was looming up, and what was to happen after 
that ? Maynard had a wonderful capacity for living in the present, 
and we may believe that he was not obsessed, as some under¬ 
graduates are, with the problems of the future. He had, it is true, 
to make his own way. His father paid the preliminary fee for 
him to be entered at the Inner Temple, and in the next year he 
ate some dinners. This was a precaution, but it does not seem 
that he thought of the Bar very seriously as a career. The follow¬ 
ing letter is undated, but was evidently written while Maynard 
was an undergraduate.^ 


G. Tievelyan to J. M. Keynes 

I keep hearing from different people that you have njadc up 
your mind to go into the Civil Service. 1 dorf t know why at the stage 
you have now reached you should have made up your mind about 
your future career, and perhaps it is not true. But if you are already 
beginning to think seriously about it, do h't me beg you to keep an 
open mind. Personally I think it is most di^u*essing the way the civil 
service swallows nearly all the best Cambridge men, to the ruin of 
our political life. Only one or two people like Theodore Davies can 
make a great career out of the civil service. That needs both great 
luck, and very peculiar qualities. 

You are born to be a politician 1 should guess. The only reason 


^ This accident has deprived the Union of records of his w'hich they would other¬ 
wise liave had : for it is the Vice-President who writes the terminal report, and who 
deals with complaints m the .suggestion book. 

In a letter written to Strachey on 30th October 1907, Keynes refers to this 
letter as “ two years ago ”. ‘‘ Two years may be approximate: the reference 

to “ the stage you have now reached ” suggests a slightly earlier date. 
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for rushing into the tomb of the civil service is that it offers safety 
from the beginning in the way of income. The Bar is not a certainty — 
that is its only disadvantage as against the civil service for a man like 
you. But surely you can feel confidence enough in yourself to be 
able to get on at the Bar, if by a fellowship you can secure enough 
to keep you for a few years. You live in a very unadventurous atmo¬ 
sphere at Cambridge, but ought you not to be a little more adventur¬ 
ous yourself? Why should not a fellowship lead to the bar, and the 
bar after many years to politics ? It is on such choices, made in early 
youth, that the fate of the country in the future ultimately turns. 
Our supply of liberal aristocrats is running dry. Of course it is a risk 
and a venture, — but there are proverbs on the need of taking them. 
This is a venture many men take w'ith less prospect of doing great 
things than you would have. I don’t say that I am sure that you 
ought to do thus, I only say don’t yet be sure you oughtn’t. And let 
your soul revolve the matter in all its aspects. Don’t answer this 
letter. It doesn’t need an answer and is not written to draw one. 
Only do not forget it. 

Weighty words. What shall we say? There is certainly a pro¬ 
phetic note in this letter. British politics have languished sadly 
since it was written, perhaps c\eii beyond the expectations of 
the author. What if Maynard had taken his advice ? Would 
other clever young men have followed his example ? Might the 
whole political scene have been different ? 

And what did Maynard think himself? Did those Apostles 
inhibit his ambition? Did Strachey seduce him with his more 
exciting quests ? Had worldly pursuits so fallen in his esteem that 
he really thought politics no more than a fairly adequate 
substitute for bridge? ” 

Or was it a rather different strain in his temperament that 
decided the matter? He lived very much in the present, his 
enthusiasms were usually directed to something here and now. 
He may have felt towards Trevelyan’s long-range plan of action 
rather as he felt towards those beneficent economic forces which 
only yield their good results when we are all dead 

In the Christmas vacation he went off with his old friends 
Dundas, Harold Butler and O. C. Williams * to Forest Row in 
Sussex, where they would be the neighbours of Hximphrey Paul, 

^ Orlando Cyprian Williams, Eton Scholar an election semor to Maynard, then at 
Balliol, since Clerk to the House of Clemmons and author under the name of Orlo 
Williams. 
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to make up leeway in his mathematical studies. 

In this last year before the Tripos there occurred an event 
which bade fair to be the beginning of one of his lifelong friend¬ 
ships. A new star had appeared at Trinity, acclaimed as such by 
Strachey and others. When Maynard met him he joined in the 
chorus of praise. This was Mr. (now Sir) Arthur Hobhouse, 
Economists are aware of how excited Maynard became on the 
occasion of a new economic finding. In those young days these 
enthusiasms were directed to people. Mr. Hobhouse had all the 
right qualities, intelligence, interest in intellectual matters, fine 
sensitivity and personal charm. There was a spirit in all the 
Strachey set of restless quest for those who had the wit and feeling 
to enter with sympathy into their circle. Friendship, after all, 
was the most important thing in life. 

Maynard saw a good deal of Hobhouse in these months. 
Their paths later were to lie apart. Hobhouse, like Swithinbank 
in the end, faded from the scene. He took up the law and later 
went into politics. But the traditions of his Ikmily were those 
of progressive public service, and, on the decline of the Liberal 
Party, he entered local government where he won for himself a 
position of high importance and esteem. 

In the final vacation before the Tripos they were together 
working at Truro. Even Maynard had to make a spurt now. 
Had he failed to obtain a First, that would indeed have been a 
universal disappointment — and what of his future ? It was a 
horrible gruelling interlude. He consoled himself with cris de 
cccur to his friends. Swithinbank had just obtained a first class in 
honours moderations, and Maynard opened with a bloodthirsty 
paean of triumph over the Balliol dons, who, for some reason, 
seemed always a little unfriendly to Switliinbank. 


J. M. Keynes to B. IV. Swithinbank, i8th April Truro 

I want to see you; for the last three weeks I have been on the 
point of writing to you, and I have been filled with an affection 
for you — but I have not written, 

I am still your friend — I hope you are mine ; but I am slothful 
and we are at different Universities — what is to be done? In the 
meantime I am soddening my brain, destroying my intellect, souring 
my disposition in a panic-stricken attempt to acquire the rudiments 
of the Mathematics. 
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Heaven help the examinee where so ever he be found. 


What are you thinking and reading about ? How is your health 
and your energy ? 

I find my chief comfort more and more in Messrs Plato and 
Shakespeare. Why is it so difficult to find a true combination of 
passion and intellect ? My heroes must feel and feel passionately — 
but they must see too, everytliing and more than everytliing. 

What is there worth anything except passionate perception. 

Alas — as you see I am liable to blather. However, perhaps 
you see what I mean. 

We have communicated so little lately that it scarcely seems 
possible or amusing to say anything about the details of one’s 
existence. Hence these generalities. 

All the same, 1 still feel as if I were intimate wath you, and yet 1 
do not know what, at this moment, you are really like. 

Do you understand this letter ? I wonder. 

Ever your afiectionate, 

J. M. Keynfs 


And then on his return to Cambridge: 


J. M. Keynes lo G, Z. Strachey, 237 d April igoy 

I was working six hours a day at work which 1 was actively 
loathing almost the whole time I was at it. 

He [Hobhousc] — without intermission — was ill in health and 
attempting to force himself to do more work than he w^as fit for. 

However, it was — ethically — the most valuable three weeks I 
have ever spent. I am coming round more and more to your view 
of the appalling dangers of woik. It is not merely that the more I 
do the less time I have for more respectable pursuits - but the less 
deshe I have for anything that is decent. That is the horror. How¬ 
ever — to-day being the Sabbath I haven’t done a stroke — and I 
feel the better for it. 

Ah, one might write like that; yet by his own free will and choice 
he was to live laborious days for the next forty years. 

Next term he faced his ordeaL 


Mrs. Keynes to J. M. Keynes, gth June igog 

... 1 must send a line of greeting. For half my life you have 
occupied a large place in my thoughts and affections and it is 
natural that I should think of you and hope for you to-day. 
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I hope for — and expect — success this time as so often before, 
but whatever the result may be next week, I shall be proud of your 
University career and satisfied that you have spent your time well. 

In the examination list he was bracketed twelfth Wrangler. 
Some congratulated; some condoled. The result was respectable, 
but not triumphant. Mathematics were not his love — although 
he was to remain deeply interested in mathematical philosophy. 
Yet it is doubtful if he w^ould have been much happier in any 
other prescribed course of study. He had already outgrown the 
examination phase. His mind was wandering in strange new 
fields of thought. He had to find out for himself where his life’s 
work lay. 



CHAPTER III 


IN (iUEST OF A WAY OF LIFE 

1 

AT about this time there were those who began to have an 
L\ uneasy feeling that there was something subtly amiss in the 
1 jL way in which Maynard was developing. Was he not deviat¬ 
ing from the high road so clearly marked out for him ? Was he 
not becoming too much wrapped up in the psychology’ and per¬ 
sonal interests of a particular set ? After all, he was not destined 
to be a poet. He had great intellectual and practical gifts, 
which clearly suggested some kind of distinguished career of 
active service. A man with such «i destiny may devote himself 
to things poetical and artistical at school, and perhaps for a 
year or two at the university. But he must not dwell amid these 
pleasant scenes too long. He must l)cgin to get busy and devote 
all his energies to what is expedient and necessary for the harsh 
battle of life. Was there not something hot-house about the 
introspective interests of this circle, the intensive brooding upon 
the fine shades of some young man's character, to assess whether 
he corresponded with the utmost nicety to the ideal of Moore or 
the fastidious susceptibilities of Strachey ? ... It is impossible 
to legislate for genius. No doubt for one who had a definite 
ambition, to become Chancellor of the Exchequer or sit on the 
Woolsack, no time was to be lost. But Maynard's thoughts 
ranged further afield. If one believed that one might attain the 
discovery of new truth or might alter the course of events, then it 
might be needful for the time to lose oneself entirely, forget material 
aims and follow the immediate promptings of the spirit. The forty 
days in the wilderness are no doubt symbolic of a longer period of 
time. Five years, ten years, may well be sacrificed to the neglect of 
one’s career, if these are necessary to penetrate below the surface 
of things and acquire depth of insight. How many eminent men 
of affairs there are, worldly wise, good judges of character, full of 
apt expedients to meet a particular situation, who, when taken 

104 
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outside their professional range, asked to judge in some human 
problem, are completely at a loss, embarrassed, out of their depth. 
Those who came into contact with Maynard had the strong sense 
that, admirably as he might discuss the gold question or the slump, 
he would be a guide no less admirable if the soul was in torment. 
He was a sage and a philosopher. There was layer below layer 
of insight and understanding; it would be a great man indeed 
who would plumb to the depths of him. Nor can it be doubted 
that this depth enhanced the influence of his economics, enabling 
him to appeal to the layman as well as the expert, to feeling as 
well as to thought. 

Among those who were uneasy was his old friend, Mr. Geoffrey 
Winthrop Young, whose temporary spell as master at E.ton had 
overlapped Maynard's time there. Maynard had a high regard 
for Young, which he retained through life, and it was therefore 
a pleasure, as well as an honour, to be invited by this famous 
mountaineer to join him in a climbing expedition in the August 
following his Tripos. In Switzerland 1 spent some time with 
the superb Geoffrey Younghe afterwards wrote to Swithinbank. 

Young had an ulterior motive. ^Vlien he writes in the passage 
which I have quoted ^ that he took him climbing to redress the 
balance, this must be taken seriously. He felt that Maynard’s 
interests were becoming too hot-house, and that the high altitudes 
and the perils of climbing would reduce his introspective tendency 
and revive his more adventurous and practical impulses, and when 
he “ watched him climbing over the very steep snow and ice slope 
of the summit with smooth security and fine nervehe may 
have felt that he had achieved some success. ‘‘ Obviously he was 
revelling in every minute of it.” 


J. M. Kevne<: to G. L. Straeftey, iifk Augusl igo§ 

We have made our way to Chamonix over passes; on Tuesday 
we climbed up to n hut (ciic, 9000 feet) to sleep. After two and a 
half hours sleep we set out in the da»k with lanterns on to the glacier, 
crossed a pass, climbed a mountain and reached our destination after 
nineteen hours. The expedition was lengthened out to this unto¬ 
ward lengtli by the incompetence of the guides who took us wrong at 
every crucial point. This is private, namely Robin ^ disappeared 
absolutely out of sight into a crevasse, but he was hauled out intact. 

* See pp. ^ Mr Robin Mayor. 
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(2) One of the guides lost his head on the mountain and went well 
nigh mad; according to G. W. Y. it was one of the most dangerous 
situations he had ever been in. (3) We had to cross a beastly bit of 
glacier in the dark. So much for Switzerland. I liked the excite¬ 
ment. 

What rot all this is about nature; I have seen the superbest 
views and the wildest and most desolate expanses of snow and ice; 
there was even danger : but not for one single moment have I been 
moved with anything I can call violence. Feelings of course one gets 
and a kind of passion of calmness but the whole is on an altogether 
lower scale of merit. 

He uses lower by comparison with the joys of intellectual 
activity and friendship. 

Geoffrey Young recalls how Strachey came to see him after a 
visit to Skye. This time too he had hopes that nature had made an 
impression. The tremendous peaks of the Coolin, their sombre 
oudines and sheer fall to the sea, their shadows and depths of 
colour — surely they had meant something to him ? 

Lytton Strachey: “ I thought them simply absurd 
It w^as no use. They were, in those days, irretrievable intel¬ 
lectuals. It w^as impossible to shake the settled convictions of 
the two cleverest men that Beazley had ever met.^ 

Between the Tripos and this holiday in Switzerland, the 
remainder of it spent with his family there, he had already found 
time to do some serious reading in economics.^ The question 
was considered whether he should take a second Tripos (Part II) 
and the choice seemed to be betw^cen Moral Science and Econo¬ 
mics. In the event he took neither. 


J. M, Keynes to G. L, Strachey^ 8 th July igoj 

1 have finished Wells’ Utopia^ w^hich rather peters out. 

And masses of economics. 

From the latter I have discovered someone whom I had not 
realised to be very good - - namely Jevons. I am convinced that he 

* This visit to Skye was in August ic)o8. Strachey wrote to Maynard : “We’re 
niue miles from Portree, the nearest centre of civilisation (and beauty), and we’re 
surrounded by deserts of green vagueness, multitudes of imbecile mountains and 
eternal rain 

* Diary of Dr. Keynes, 28th June : “ Maynard now working assiduously at 
Marshall’s Principles of Economics 
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was one of ih^ minds of the century. He has the curiously exciting 
style of writing which one gets if one is good enough — particularly 
in the “ Investigations into Currency and Finance a most thrilling 
volume. Moreover his letters and journal prove that he was prob¬ 
ably apostolic. At the age of nineteen he had to earn his living and 
was accordingly sent to Australia, where he earned a respectable and 
assured income. But he seems to have spoken to no one and to have 
devoted the whole of his spare time to the study of meteorology. 

However at the age of twenty one he came to the conclusion — 
although he had never been intimate with anyone in his life — that 
the only things really worth having were love and friendship (these 
are his words) ; sometimes he inclined to think intellectual insight 
to be a little use. At the age of twenty-two he came to himself and 
realised how eminent he was; he became quite clear that his brain 
was full of original thoughts. He threw up his post and all his cash 
and came back to England for further education : it was not long 
before he boomed : but he suffered from sleeplessness and depression, 
and was drowned while bathing at the age of forty odd. . . . 

In the autumn term he was bark at Cambridge and attended 
Marshall’s lectures. Maynard does a good deal of work for 
Marshall, who describes some of his answers as brilliant. I am 
afraid Marshall is endeavouring to persuade him to give up 
everything for Economics.” ^ 


Alfred Marshall to Dr, J, jV. A'evnes, Deiernher lyo^ 

Your son is doing excellent work in Economics. I have told him 
that I should be greatly delighted if he should decide on the career of 
a professional economist. But of course I must not pi ess liim. 

Pigou had him to breakfast once a week and gave him coaching 
in the subject. Towards the end of the ye;’" he was reading the 
superb Hume ” and also works on psychology. His book-buying 
activities persisted unabated. 

Meanwhile Strachey, after residing in Cambridge foi six years, 
had at length gone down. For the biographer this event raises 
the curtain on the scene of Maynard’s life. For, once parted, 
these two friends entered upon an almost daily correspondence 
of long letters, which lasted for a number of years and revealed 
their common interests. It is quite plain that we are in the middle 
of a scene, and that the discussions carried on with such assiduity 


^ Dr. Keynes’ Diary, 26th November 1905. 
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in these pages had been proceeding with equal energy for a long 
time past. The evidence of these letters has helped me in the 
distribution of emphasis in the foregoing account of the under¬ 
graduate period.^ 

These letters have much to say, as is natural between intimates, 
about passing moods and humours. The main subjects of dis¬ 
cussion are the characters, personal relations and opinions of 
their friends. The discussion is always critical, judging by some 
ideal intellectual and moral standard, which they shared. The 
letters are full of esoteric jokes and allusions. 1 will only quote, 
by way of example, one letter which is more straightforward than 
most. In reading it one must bear in mind the intense interest 
which they both took in the afl'airs of the Society ’’ and the 
importance of choosing the right men for election. 


J, Al, Keynes to G. L. SUachey^ i^th October igoy 

I have given way to unrestrained Fresher excitement. . . . 
Hobby [Mr. Arthur Hobhouse] gave a breakfast parly this morning 
at w'hich Norton and A burst into view. Never has a term opened 
with so fair a prospect. I have formed an opinion, but it is still a 
little incoherent. Norton is the more obvious — more grown-up 
than I was on arrival, very Etonian and with that pait of Etonianism 
wiiich is probably a little offensive. 1 am sure he has a very good 
logical kind of mind and that is his strength ; his own view, however, 
is that he is cultured — and he is incrcdi 1 )ly. His wiiole person is 
girt about by a writhing mess of aesthetic and literary appreciations, 
wiiich I have — so far — discovered no means of quelling. He’s 
very proud of all this, but it is really rather nonsense : what saves 
him is a strong comprehension — I hardly ever caught him really 
stupid. 

There is nothing to say about his appearance - ordinary public 
school. 

* Evidence coining from this and utlier sources makes it impossible to confirm 
the statement m Mr. li. A. G, Robinson’s interesting and valualile Memoir, that 
Keynes’ absorbing interest at this stage of hh life was p(^litics ” (Eivnornic Jourml, 
March 1947, p. to). No doubt politus was an interest to which he devoted much 
attention. And indeed, had he been a man of normal capacity, one might have been 
able to infer from his substantial volume of political activity that this was his “ absorb¬ 
ing ” interest. It would be as though one who was unacquainted witli his wwk in 
economics argued that, at the time he was composing The General Theoiy of Employment, 
Money and Interest, his principal interest in life was the theatre. His “ absorbing ” 
interests as an undergraduate were philosophy, the Soriety ”, and the quest for perfec¬ 
tion of mind and character among his contemporaries. 
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I am sure we shall elect him, and equally sure that wc shall 
elect A. He (A) is, I think, more attractive qua character — at any 
rate as regards that part he shows first, for he is less self-conscious 
than the other, a little wilder (Norton is not wild at all), and a good 
deal vaguer. Artistic. He has had little conversation in the past 
and was completely carried away by the sodden excitement of the 
party. His appearance is very apostolic and so is his mind ~~ but I 
doubt whether he is as clever as Norton and he might be a bore 
sometimes. 

It is to be remembered that I have seen them once only and not 
at all alone. 

James * still eludes me. I have climbed the stairs three times 
but in vain. To-day I have left a card asking him to come and see 
me. Yesterday I saw B and Lord C also at Hobiiy's. 

B is much more elementary, and possibly stupid — but 1 liked 
him : there is no mushiness. 

C {i.e, Duke of D) is the pale, dull aristocrat; of the appearance 
bred by those who marry beauties. 

Forster is up, and of course old McTaggart was at last nighTs 
supper. 

Have you heard that Dickiuson’s liorse bolted and threw him 
yesterday ? He seems to have concussion and is attended by a nurse 
— but reports allege that it is not serious. 

Sheppard is boonung Knox but Hobby is against him. 

1 have private advice from Oxford that there is no small danger 
of Swithiids departure' — anothcT crisis is hatching. I have come to 
the conclusion that it does not much matter if he does. Of course it 
hastens the problem of what next; but as long as he is at Oxford he 
will be miserable and no better off-- ^ when the end comes. 

Hobby saw him into his cab; as he closed the dooj Swithin 
leant out, smiled, and said 1 am leaving Heaven 


There was a wonderful interview with Swithin very late on his 
last evening — we got as far as it is possible for pure friendship. 

I feel a little lost. 1 want to argue with you about these wretched 
Freshers. 

Such letters passed almost daily. The analysis deepened and 
became more intricate. Many figures flit across these pages; 

^ Mr, Jam<*s Strachry, Lyl ton’s younejer brother. 

2 The Word he uses here, denoting “ Irom a worldly point of view ”, was part of the 
secret language of the Society, 
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those which appear most frequently are Mr* (Sir Walter) Lamb,* 
Dilly Knox, Mr. (Sir Arthur) Hobhouse, Mr. James Strachey 
and H. T. Norton. Of these the last two remained Maynard’s 
close friends for many years. Norton won the highest regard 
both of Maynard and Strachey, and became, so to speak, a member 
of the family party. In this large portrait gallery the economists 
most frequently referred to were Hawtrey, who often came up to 
Cambridge from London, and Pigou. A very dose watch was 
also kept on the development and troubles of Swithinbank, who 
was not happy at Oxford. 

Maynard appears to have devoted a great deal of time to 
these questions. It was not merely that taken up in correspondence 
with Strachey and other friends about them; he took immense 
pains to get to know all these young men personally. It was as 
though he was conducting an oral examination of them, extending 
over many weeks and months. He made elaborate plans to 
introduce them to one another. In a carefully arranged setting 
X might be brought into contact with Y. If the meeting w^as not 
a success, the question arose whether it showed a lack of sensitivity 
in X in failing to appreciate the subtle character of Y, or showed 
that Y did indeed lack qualities which had been, perhaps over- 
hastily, assigned to him. To someone who did not know Maynard’s 
capacity for work, it might appear that these personal investiga¬ 
tions must have occupied all his time. 

Strachey’s letters reveal his own interests and inward life, and 
arc often very moving. He was eager to know about the Cam¬ 
bridge young. Living now in London, he could not reciprocate 
in the offer of many new young acquaintances for analysis. But 
there was one old friend who began to assume importance. 
Duncan Grant had been, as we have seen, a companion of child¬ 
hood. But now he was coming of age and had to be considered 
anew, weighed and judged on his own merits, no longer to be 
taken for granted. This was a great topic for consideration. It 
was indeed assumed from the beginning that he was “ perfect ”, 
but the precise shade of perfection had to be carefully defined. 

J. M, Keynes to G, L, Strachey, i8th October jgo§ 

I am writing in the train and have seen Mr. Shaw’s . . , play. 

Is it monomania — this colossal moral superiority that we feel? 

* Secretary of the Koyal Academy since 1913 and elder brother of Mr. Henry 
Lamb, the well-known painter. 
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I get the feeling that most of the rest never see anything at all — too 
Stupid or too wicked. The contrast between you and Duncan, and 
Mr. Shaw’s view of the world has been too violent. 


G. L, Sirachey to J. Af. Keynes^ 2nd November igo§ 

Oxford Union Society. 

Here I am, a little shattered. Last night I spent with the 
Raleighs, partly at a rather dull concert, and partly listening to his 
consummate brilliance. It is so great that I think it practically 
amounts to a disease. But in any case he belongs to the age before 
the flood — the pre-Dickinsonian era ^ which is really fatal. He is 
not interested in the things which absorb us — result, dead silence on 
my part, and blank boredom on his — though of course there are 
compensating moments. He might be one’s father. 


J. M. Keynes to G, L. Sirachey^ I2lh Novembe) igog 

I forgot to tell you that I read my paper on Beauty at Dickinson’s 
last Wednesday. It was too esoteric and I did not feel that it was 
much of a success. Knox (of course) was highly enraged at anybody’s 
writing such rubbish. The discussion dull: Pigou subtle but not 
very relevant; Sheppard and Dickinson in practical agreement: 
and the rest quite foggy. 

Don't fail to come up next week. 


J. A/. Keynes to G, L, Straiher, igth November igoj 

I find Economics increasingly satisfac tory, and I think T am 
rather good at it. 1 want to manage a railway or organise a Trust. 
. . . It is so easy and fascinating to master the principles of these 
things. 


J. Af. Keynes to G, L, Sirachey, 23rd November igog 

Marshall is continually pestering me to turn professional eco¬ 
nomist and writes flattering remarks on my papers to help on the 
good cause. Do you think there is anything in it ? I doubt it. I 
could probably get employment here if I wanted to. But prolonging 
my existence in this place would be, I feel sure, death. The only 

* This refers lo G. Lowes Dickinson ; the passing reference is a noteworthy tribute 
to the importance of his influence. 
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question is whether a government office in London is not death 
equally. 

I suppose I shall drift. 

Later this term excitement was provided by the appearance 
of his brother Geoffrey, who came from Rugby to seek a scholar¬ 
ship at Pembroke College, which he obtained. At Rugby he had 
become great friends with Rupert Brooke. He brought Rupert 
and two other Rugby boys to stand for Scholarships, and they 
w^erc all put up in Harvey Road, Rupert obtained a scholarship 
at King’s. 

Geoffrey and Rupert were plunged into the Cambridge milieu. 


J. M, Keynes to G. L. Strachey^ yth December igo§ 

There has been a long party here this evening — five hours 
through which Hobby, Norton, Sheppard, Furness, Rupert, and my 
brother have floated for shorter or for longer periods. 

Maynard was conscious that his brother Geoffrey was effacing 
himself in the extreme anxiety that Rupert should shine and do 
himself justice. 

In the intervals of psychology and book-collecting, Maynard 
returned to his old love of genealogy and read out a history of 
the Keynes family in his home on Christmas day. 

During the autumn G. E. Moore read his paper on I’he 
Nature and Reality of Objects of Perception " to the Aristotelian 
Society.^ This caused great excitement. 

G. L. Strachey to J. M. Keynes^ 2n<i January igo6 

Who d’you think — talking of intellects — has been here half 
to-day? Moore. He was really splendid. We talked about the 
Society and his Aristotelian paper from 2.30 to 4.30. Then he sang. 
Pippa^ pronounced him the most charming person she knew. He 
did not seem to understand the objection against electing Freshmen 
— said that if they were worth anything they’d stand up against us. 
I wonder. On the question of secondary qualities, etc. he was quite 
superb. He had used an argument in his paper about hens and eggs 
which Hawtrey said was “ too simple It was, that in order to 
know that hens laid eggs, someone must have seen both a hen and an 


^ Republished in Philosophical Studies^ 192?- 
^ Miss Philippa Strachey, Lytton^s sister. 
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egg. Hawtrey denied thisbecause the fact that )itm laid eggs 
determined yotir mental state, and therefore ycu could infer it from 
your mental state. Moore said he could only say such things because 
his head was full of philosophical notions. Qnite magnificent 1 I 
was with him heart and soul. But I wish I could tell you more of 
what he said. . . . 

J, M. Keynes to G. L, Strachey^ lyth January igo6 

Oh ! I have undergone conversion. I am with Moore absolutely 
and on all things — even secondary qualities. It happened while 
arguing with Ernst— who has read P, E. ^ seven times. — Something 
gave in my brain and I saw everything quite clearly in a flash. But 
as the whole thing depends on inluitiiig the Universe in a particular 
way — I see that now — there is no hope of converting the world 
except by Conversion, and that is pretty hopeless. It is not a question 
of argument; all depends upon a particular twist in the mind. 

J. Af. Keynes to G, L, Stracbey^ 20th January igo6 

I really believe I would leave Cambridge and come to London 
at once — but for one reason. I suppose the Society must be put 
on its legs again — or at any rate one has to try. 

I labour for myself most of the time, but I am certainly labouring 
for future generations in this. 

But I am really pretty cheerful ~ - doing a little more work than 
you 1 expert, but very little — for Swithiri has been here and I have 
hardly got started. 

So zealous were they for the Society that Stracliey wrote as follows 

from Mentone: ~ 

G. L. Sbachey lo J. AL Keynes^ 2isl Febtuay igoG 

Did I tell you that I had a rrrclamholy and very very Swithin- 
esque letter before J departed ? He seemed to be pretty hopeless, 
but to be looking forwaid to a visit from you. Must you go on a 
Saturday ? Why not in the middle of the week ^ Isn’t it rather 
terrible to leave those children {i.e. new members of the Society] to 

the tender mercy of-and- 1 - Those infants in arms! ~ 

However, I hope you will manage to cheer him up when you do go, 
and try to persuade him to send something to the independent.^ 

' Pma^na Ethica, 

2 Within eight yean* Keynes icad twenty i)ai:)eis to the hotieiy! 

^ The Independent Review. See p. 63, 
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It was really very wicked of him to have destroyed the paper on 
Virgil. But he is wicked — Never mind, though ! He exists. 


J, M. Keynes to G. £. Sfrachey^ 21st February igo6 

I am studying Ethics for my Civil Service. 

It is impossible to exaggerate the wonder and originality of Moore; 
people are already beginning to talk as if he were only a kind of 
logic-chopping eclectic. Oh why can’t they see ! 

How amazing to think that we and only we know the rudiments 
of a true theory of ethic ; for nothing can be more certain than that 
the broad outline is true. What is the world doing ? It does damned 
well bring it home to read books written before P. E. I even begin to 
agree with Moore about Sidgwick — that he was a wicked cdifactious 
person. 

Meanwhile he read a paper on ‘‘ Egoism ” in Cambridge, 
and in Oxford he opened a “ sad discussion ” at the Jowett 
Society after a paper on “ Time and the Absolute At about 
this time he read Moore’s paper on the Objects of Perception ”, 
and was deeply impressed.^ 


J. M. Kanes to G, i. Sirachey, §th Match igo6 

I have just come away from tea with Bcazley and it is plain that 
he is really quite unspoilt. . , . 

A man called Flecker 2 was there and, according to Swithin, is 
always there. ... I am not enthusiastic about Flecker, semi- 
foreign, with a steady languid flow and, I am told, an equally steady 
production of poems and plays which are just not bad. . . . 


6*. L, Strachey to J, M, Keynes^ iith March igo6 

I am glad you are seeing a good deal of James and Norton ; for 
I suppose that means you are at any rate en route to becoming 
intimate with the former as well as the latter. . . , 

I suppose it really doesn’t matter very much whether you get into 
the C.S. or not, does it ? If you didn't, wouldn’t you get a fellowship, 
and take rooms in the Temple? That you might do in any case - 
very charming. Oh dear me ! When will my Heaven be realised ? 

^ At one point he worked the doctrine of this paper into his argument in the 
Treatise on Probability : but the relevance is not altogether clear ! 

* James Elroy Flecker, the poet. 
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— My Castle in Spain ? Rooms, you know, for you, Duncan and 
Swithin, as fixtures — Woolf of course, too, if we could lure him from 
Ceylon; and several suites for guests. Can you conceive anything 
more supreme ! I should write tragedies; you would revolutionise 
political economy, Swithin would compose French poetry, Duncan 
would paint our portraits in every conceivable combination and 
permutation, and Woolf would criticise us and our works without 
remorse. 

About this time Sidgwick’s Memoir appeared. Maynard 
reacted strongly and immediately sent off his comments to Swithin- 
bank and Strachey. I shall quote the letter to Swithinbank, 
because there can be no suspicion that his tone might have 
been influenced by the receiver. It is, so to speak, a key to hh 
twentieth-century revolt against the accepted standards of the 
nineteenth. And indeed it may be regarded from a wider point of 
view. Does it not epitomise the general change in altitude among 
thinking people ? 

In reading his letter we may recall Strachey’s book on Eminent 
Victonans, in which revered figures of the nineteenth century 
were pulled off their pedestals. Keynes's criticism is more 
decisive evidence of a revolution in thinking, because while 
Strachey's Victorians were persons of whose eminence there might 
ha^^e been two views even among con temporaries, the high 
integrity and moral nobility of Sidgwick were disputed by none. 
Again, in the case of Strachey there may be some doubt regarding 
the interpretation he put upon the course of events, while in 
the case of Sidgwick the facts were nowise in dispute. It is thus 
a pure case of revaluation ; we consider those attitudes of mind 
which seemed so noble to his contemporaries and ask whether 
we do indeed regard them as noble. 

A further point may be noted in this connection. Keynes’ 
style of attack upon Woodrow Wilson and the other peace-makers 
has been thought to have been influenced by Strachey's method 
in Eminent Victorians, which had recently appeared. Keynes’ 
reaction to the Sidgwick Memoir suggests that his mind had this 
bent twelve years earlier. There is no reason to suppose that 
in this he was influenced by Strachey rather than conversely. 
When Strachey received Keynes’ letter he had not read the 
Memoir; after reading it he cordially agreed. It is to be noted 
that the point at issue is not the truth or falsity of certain theological 
dogmas, but the question of honesty with oneself. 
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And jmt because that waiS the question, it seems worth quoting 
tributes from two men who are diametrically opposed examples 
of the Victorian tradition* Bishop Gore was an Anglican church¬ 
man of rare quality, whose high spirituality made a deep im¬ 
pression on all who knew him. His tribute to the free-thinking 
Sidgwick is therefore particularly notable. Speaking at a meeting 
in Cambridge, after Sidgwick’s death, he said : 

But, of course, it was impossible to know him without feeling that 
incomparably the most impressive thing about him was his char¬ 
acter. . . . When I came away from the last interview with him . . . 
there was only one thought which came to my mind, in which 1 
seemed able to sum up and express the impression which was left 
upon me, and it was the most sacred of all promises — “ Blessed 
are the pure in heart; for they shall see God 

At the other extreme was Mr. F. C. Schiller, pragmatist 
philosopher and of extreme modernity by the standards Of the 
time. Indeed he was regarded as a dangerous character among 
Oxford philosophers well into the twentieth century. 

After a few prefatory remarks, in which he deprecated tlie in¬ 
tention of merely dialectical lefutation, Sidgwick read what seemed 
to me — perhaps because I felt a strange touch of solemnity which 
1 could not account for— the most lucid, sincere and impressive 
piece of philosophic criticism which it had ever been my privilege 
to hcar.2 


J. M. Keynes to B. W. Swithinhank^ 2/th Mauh icjoG 

Have you read Sidgwick’s Life ? It seems to be the subject of 
conversation now. Very interesting and depressing and, the first 
part particularly, very important as an historical document dealing 
with the mind of the period. Really — but you must read it yourself. 
He never did anything but wonder whether Christianity wa.s true 
and prove that it wasn't and hope that it was. He even learnt 
Arabic in order to read Genesis in the original, not trusting the 
authorised translators, which does seem a little sceptical. And he 
went to Germany to see what Ewald had to say and fell in love with 
a professor’s daughter, and wrote to his dearest friends about the 
American Civil War. 

* Cambridge Umvenity Reporter, 7th December 1900, Report of a meeting for pro¬ 
moting a memorial to the late Henry Sidgwick. 

^ Henry Sidgwick: A Mmmr^ p. 586, 
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I wojntdcr what he would have thought of us; aud I wonder what 
we think of him. And then his conscience — incredible. There is 
no doubt about his moral goodness. And yet it is all so dreadfully 
depressing — no intimacy, no clear-cut crisp boldness. Oh, I suppose 
he was intimate but he didn’t seem to have anything to be intimate 
about except his religious doubts. And he really oughi to have got 
over that a little sooner ; because he knew that the thing wasn’t true 
perfectly well from the beginning. The last part is all about ghosts 
and Mr. Balfour. I have never found so dull a book so absorbing. 

It is clear that early in this last year he abandoned the idea 
of taking a second Tripos and contented himself with Avorking 
for the Civil Service examination. As late as 8th April Marshall 
was still anxious that he should take the Economics Tripos.^ 
But Maynard was probably determined to sample life in London 
- continued residence in Cambridge would be too deadening. 
In his own pci'son Marshall was not the man lo tip the scales 
for Maynard. He belonged essentially to the Sidgwick era, and, 
although different in many ways, had the Victorian taint. Had 
Marshall combined his economic eminence with the personal 
qualities of G. E. Moore, Maynard might have been won over 
and have given his whole mind to economics at an earlier date. 
Yet that might not have been to the benefit of his economics in 
the long run. 


J, A/. Keynes to R. H, Dundasy ijth Septejnher if)o6 

Amusing that you have met Marshall. A very great man, but I 
suppose rather a silly one in his private eharaeter. Mrs. is charming, 
isn’t sh<* ^ 

^ Di. Keynes’ Diary. 

1 do not lely on Urn Jelter as .sole cvkIcikc for ins i'^eling about Marhhall as a 
man. On more tlian one ocrasion in private roiueisation, when 1 assimu'd a tone 
of revereiirc due to a grvat one in ^peaking of Ataishall, Maynard seemed anxious 
to correct mv misapprehctision. “He was an utterly absuid person, you know.” 
Tlie economic student, who gels to know Marshall’s economic wntings well, soon 
becomes uncomcious of their intensely Victoiian moral outlook. The point was 
brought home to me vividly, after many years of teaching Marshall, by a pupil from 
the Far West of the United States, a gifted Rhodes Schohir, who came to me and said : 
“Surely you cannot expect me to read all that drivel ” I was duly horrified, and 
prepared myself to deliver a severe lecture on my pupil’s total inrapanW to pass 
judgment on this great economic classic, when J realised that it was not the economic 
aspects with which he was quarrelling, but the background of Victorian morality. 
He categorically refused to read lire Pnfmph\, and i had to find other means for him 
to acquire economic wisdom. 
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Earlier in the year Mrs. (Aly$) Russell* had proposed that 
Maynard should join her sister (Mrs. Bcrenson) in Italy for Easter. 
Geoffrey Scott,^ then an undergraduate at New College, would 
be of the party. This was arranged. Mrs. Bcrenson took the 
two young men for a tour of Tuscan sightseeing. 


J. Af. Keynes to G. L, Strachey, 2nd April igo6 

Mary 3 was just the person to travel with in a motor — for her 
incredible competence as hostess; all the arrangements for one’s 
comfort were complete. She was full of Italian and money and 
which hotel was best and what food they could best cook. We must 
have cost her pints of gold — for everything down to entrance fees 
to galleries was paid. 

Also she coal's with laughter the whole time, allows you to laugh 
at her, and never worries one. And when she journalised about the 
pictures, Scott was always there to make the appropriate remark. 
The Costelloe females, Ray and Karin, don’t talk much. But they 
did very well.^ Scott is dreadfully Oxford — a sort of aesthetic 
person; and of course his point of view always seems to me a little 
shocking; but we are quite happy together. ... I have never seen 
the aesthetic point of view so close. I find I object to it on high 
moral grounds — though I hardly know why. It seems to trifle 
deliberately with sacred reality. But isn’t this rather cant? 

Maynard had prudently arranged with Geoffrey Scott to have a 
time working alone together at Siena. They then proceeded to 
stay with the Berensons at Settignano near Florence, where there 
was a large party of young ladies. 


J. M, Keynes to G. L, Strachey^ 15th April igo6 

I’ve no news unless I describe our way of life. I seem to have fallen 
in love with Ray a little bit. . . . The comfort here is of course 
incredible; the cypresses and sun and moon and the amazing 

* Bertrand Russell’s first wife and sister of the beautiful writer, Logan Pearsall 
Smith. 

* The author of The Architecture of Humanism and ^Slide. 

^ Mrs. Bcrenson. 

Ray and Karin were the daughters of Mrs. Bcrenson by her first husband. Ray 
afterwards married Oliver Strachey (Lytton’s elder brother) and Karin married 
Adrian Stephen (Thoby’s younger brother). 
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gardens and villas in which we picnic every day high above Florence 
have reduced me to a lump of Italian idleness. 

We go to bed later and later and gradually find methods of 
working fresh meals into the day. Last night it was nearly five 
before we retired. 

Oh. Scott is very amusing but he makes me angry by plotting 
at the greatest inconvenience to himself never to leave me and 
Ray alone. Everybody tries to bring it about occasionally, but, no, 
he forbids. . . . 

On his leturn journey he joined his brother Geoffrey in Ger¬ 
many amid mountain snows. Geoffrey, too, was acquiring an 
interest in high mountains, and, unlike Maynard, maintained 
climbing as a hobby. He became quite an expert rock climber, 
and sometimes went on expeditions with George Mallory. 

One more term before the Civil Service examination. The 
cycle of studies had come round to history and political science. 
There were various distractions: sailing with Knox on the Ouse, 
playing golf at Royston, going to a farewell dinner for Robin 
Furness who was off to Egypt, theatres in London. And he still 
spent much time among his own friends at Cambridge. Even 
his mother, for all her wise patience, began to get anxious about 
his lack of application to work at this time. 

For the examination, which spread itself out from 3rd August 
to 25th August, she took a flat in London at 33 Coleherne Court. 
This time it was to his young friend James that he wrote a cri du 
cmr. 

J. M. Keynes to James Strachey^ 2nd August igo6 

1 was glad to get your letter this evening when I returned pale 
and dry in the pen from a three houi-s’ disquisition on “ Drama, 
Melodrama and Opera They are rather a crew — my com¬ 
petitors ; a few of the more presentable 1 knew, but good God ! I 
trembled for our Indian Empire when 1 saw the bulk of them. It is 
rumoured that there are very lew vacancies in the Home and none 
in the Treasury. . . . Do come. I hope I shan’t have quite sunk 
beneath the weight of my fate. , . . 

J. M. Keynes to James Strachey\ 6th August igo6 

I am doing my papers all right, but am feeling rather bl^ck and 
perfectly aimless, , , , 
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I wonder why “ someone to talk to is so comforting. 

And how superb a happy marriage *’ would be, but might not 
one want to change sometimes ? I doubt whether marriage by itself 
is a vci'y ingenious institution. But marriage and divorce if necessary 
—that is from heaven. 

Well perhaps it may happen to someone some day. . . . 

Unable to bear it any longer, he went, in the midst of the 
examination, to stay with the Strachey family at Betchworth, at 
a house they had taken within reach of London for the summer. 
Miss Philippa Strachey recalls his extreme insouciance and her 
taking him to task. Really, Mr. Keynes, is this a pose, or don’t 
you care whether you get into the Civil Service or not ? ” He 
reassured her ; he had worked it all out; he was quite confident 
that he would be among the first ten ; and, as he didn’t mind 
whether he was first or tenth, why bother ? Did this express his 
true mind ? If it did, it w'^as extremely characteristic — to come 
to a crisp decision about the whole matter and bother no more. 
Actually his position among the first ten was a very important 
question. The list of vacancies only appeared after the examina¬ 
tion, and Maynard decided that there were only two that he 
w'ould care to accept — the Treasury and the India Office. The 
result came out at the end of September — he was second. As 
his father wrote in his Diary, it was a wonderful achievement ” 
considering how little w^ork he had done in preparation. The 
first on the list (who had a long lead over Maynard) chose the 
Treasury, and thus Maynard had the India Office. Had he been 
first ? That would indeed have required more than a little last- 
minute cramming at Betchworth. Still, if he had worked really 
hard, he might have done it. And then what ? Had he gone to 
the Treasury, he probably would not have come out after two 
years. AVould he as a permanent, and not a temporary, Civil 
Servant have resigned at Paris in 1919 ? What would have been 
the balance of good ? Rising towards the top of the Treasury in 
the inter-war period, would he have achieved a better conduct 
of British finances ? We can hardly doubt that Mr. Churchill, 
the innocent victim, as Chancellor of the Exchequer, in the crucial 
years (1925-29), of the old orthodox school at the Treasury and 
the Bank of England, would have found in Keynes a man after 
his heart’s desire. We may guess that Keynes w^ould have 
influenced the mind of Benjamin Strong of the Federal Reserve 
Bank of New York. Could he and Strong’s successors between 
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them have availed to mitigate the great slump of 1929-32 ? Then 
the Nazis would not have come into power* A fascinating specula^ 
tion! But then, although no doubt he would have written books 

and possibly on economics — they would inevitably have been 
of a different character. Valuable analyses we might have had, 
but the strong undercurrent of rebellion could hardly have been 
present, and, without that, would his works have had comparable 
influence ? Miss Strachey evidently asked a very pertinent 
question. As she talked to Lytton’s clever fiiend, it could not have 
crossed her mind that perhaps wars and horrors of untold dimen¬ 
sions hung upon the answer! 

Before the result was known he gave himself a pleasant holiday 
visiting Mr. Henry Hobhouse (Hobby’s father) at Hadspen, his 
home in Somerset, and then going with Lytton and James and 
Norton to Scotland. A last wild excess, we may be sure, of talk 
upon the old subjects. 


J. M. Keynes to G, L. StmiheVy 4th October jgoG 

My marks have arrived and left me enraged. Really knowledge 
seems an absolute bar to success. 1 have done worst in the only two 
stibjects of which I possessed a solid knowledge - Mathematics and 
Economics. 1 scored more marks for English History than for 
Mathematics —^ is it credible ? For Economics I got a relatively low 
percentage and was the eighth or ninth in order ol merit — whereas 
1 kne^w the whole of both papers in a really c^laborate way. On the 
other hand, in Political Science, to which 1 devoted less than a fort¬ 
night in all, I was easily first of everybody, I was also first in Logic 
and Psychology and in Essay. 

His indignation was afUTwards crystallised in the saying: I 

evidently knew more about Economi(‘s than my examiners 

* 1 am unable to agree with Professor E. A G. Robin.son, who puts in a plea toi 
the examiners in his fine memoir (Economic Journal March 1947). On the one hand, 
we liave to consider Keynes absorbing Economics through every pore ai Harvey Road, 
correcting Sidgwick’s proofs. leading solidly for some months — and foi him that 
would mean mas.sive reading — and receiving instruc tion from Marshall and from 
Pigou at the weekly breakfasts. We have to think of his quick absorptive capacity. 
When reading tfie Principles, he would not be beguiled by its apparent facility ; he 
would apprehend at once the bare bones of the argument. In his papers he would 
no doubt have discussed the difficult mathematical substratum, carried the analysis 
further, raised abstruse difficulties. On the other side, we have to think of the extra¬ 
ordinarily small number of people in England on whom the Civil Service Commis¬ 
sioners had to draw, who were capable of understanding such by-play with Marshall. 
I have the advantage over Professor Robinson in having been at an eminent University 
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For the next two years his life was divided into two compart¬ 
ments, work in the India Office and study of the theory of prob¬ 
ability, Of these the former was much the less important. When 
at the end of two years he resigned from the India Office he told 
Page that all he had succeeded in achieving during that time was 
getting one pedigree bull shipped to Bombay. This was no doubt 
a Keynesian exaggeration. But there were frequent complaints 
of his having nothing to do during office hours. "" Business is 
very slack here. I did not do one minute’s work yesterday.” ^ 
“ I have not averaged an hour’s office work a day this week so 
that I am well up to date with the dissertation.” ^ He was 
initially posted to the Military Department, In November Dr. 
Keynes notes that Maynard was “ getting into the habit of doing 
his own work in office hours ”. None the less when he was offered 
a resident clerkship in the following February, he conscientiously 
refused in the interests of his own work, although assured by Sir 
Arthur Godley, the Permanent Secretary, that he should not 
overestimate the amount of evening work that there would be 
at the office! 

In March he was transferred to the Revenue, Statistics and 
Commerce Department, where work became more interesting. 
He had to compile the annual report on The Moral and Material 
Progress of India ”, He did not see eye to eye with the authorities 
on all questions of morality, but he pleased himself by translating 
these matters into beautiful curves He regretted that this 
part of his report would be for ever locked in secrecy. 


J, M. Keynes to G, L. Stiachey^ yth March igoy 

I like my new Department. I have not much to write at present, 
but there is an excellent system by which everything comes to me to 
read, and I read it. In fact there is so much to read, that it takes me 
all my time. Some of it is quite absorbing — Foreign Office com¬ 
mercial negotiations with Germany, quarrels with Russia in the 

(Oxford) before Economics became the subject of an Honours examination (1923), 
and I know what extraordinarily jejune stuff passed muster with the authorities as 
economics (Professor Edgewortli standing apart in glorious isolation) ; and, after all, 
Oxford was contributing a fair proportion of those who sat for the Civil Service 
examination — and perhaps even occasionally an examiner in economics 1 
* better to Mrs. Keynes, 9th May 1907, * Oitto, 6th December 1907. 
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Persian Gulf, the regulation of opium in Central India, the Chinese 
opium proposals — I have had great files to read on all these in the 
last two days* 

I lunched at the House of Lords to-day, and Gosse was at the 
next table; really he is purely a figure of fun, and the company 
seemed to realise it. I felt very pompous smoking and drinking 
coffee in the Library afterwards. 

Yesterday 1 attended my first Committee of Council. The thing 
is simply government by dotardry ; at least half those present show ed 
manifest signs of senile decay, and the rest didn’t speak. 


J. M. Keynes to G. L, Strarhey, i8th April igoy 

I have really been almost overworked in this office. I really 
l)elieve that 1 have written almost every despatch in the Department 
this week. 

Dr. Keynes notes in his Diary that '' he is liking his work much 
better, has much reading, as he sees all papers that come into the 
Department 

Somewhat later he wrote an interesting letter, summarising 
his experiences as a Civil Servant. Something must be allowed 
for the frustration of youthful enthusiasm, something for his not 
yet seeing clearly the inherent limitations in any central depart¬ 
ment of government, discharging administrative duties under 
parliamentary control. 


J. M, Keynes to G. L. Strarhey, jjtk September igoj 

I’m thoroughly sick of this place and would like to resign. Now 
the novelty has worn off, I am bored nine-tenths of the time and 
rather unreasonably irritated the f)ther tenth whenever I can't have 
my own way. It’s maddening to have thirty people w^ho can reduce 
you to impotence when you’re quite certain you are right. I am 
enraged just now over another memorial. A poor man has been 
censured for doing X, and after repeated memorials to the Govern¬ 
ment of India has now memorialised the Secretary of State, 
vehemently denying that he ever did anything of the kind. I have 
demoastrated quite clearly that he is wholly innocent of X, but that 
if he had been charged with a quite different offence Y, and if he 
had been allowed to reply and the thing had been investigated, he 
would probably have deserved censure for Y. But it seems to me 

* I>. KeyTifs’ Diary, 7th March 1907. 
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th 4 t, whatever else is done, censure for doing X should be canccUed. 
They say No, he deserves censure, and therefore censure must be 
maintained. 

This theory that if even a tolerable face can be put on the 
matter Government never withdraws anything — even in matters of 
justice — seems to me quite wrong and very dangerous. It was just 
the same in the --affair. --— is apparently censured for negli¬ 

gence in his laboratory. Of this he is demonstrably innocent. But 
Government maintain their position because an entirely diffcicnt 
reason renders it undesirable to employ him again in his old position. 
It is quite clear to me that, whatever they do subsequently, censure 
for the thing of which he is innocent should be freely withdrawn first. 
(Don’t mention this in public, please.) 

Then the preoccupation, which seems characteristic of officials, 
to save their own skin, is fatal. Drake’s dread of taking any responsi¬ 
bility is almost pathetic. And of course it prevents any original or 
sporting proposal ever being made. With this machine there is not 
the least chance of anything’s being done rashly or precipitately; 
so that the risk to India of free speech in the India Office is nil. But 
you may be ‘‘ snubbed ”, Lord ! 

Or again, the public write in to obtain information on some 
point. One has material which isn’t in the least secret and which 
may prove most useful to them. But they mustn’t have it unless it is 
absolutely certain that the information is correct in every detail — 
even if you add qualifications “ probably ”, “ as far as we know ”, 
“ without guaranteeing ”, What “ absolutely certain ” means is 
that somebody other than yourself is responsible for its accuracy. 

The consequence is that although one is most careful to acknow¬ 
ledge letters by return of post and to spend an infinite amount of 
trouble finding out what is absolutely certain ”, your final letter to 
the public is not worth the postage, although as the result of your 
investigations you may be bubbling with information of ordinary 
reliability. 

Like your impression of Hurst, this may be highly coloured ; but 
1 am sure it is substantially just, and the colouring, like that in the 
microscope slides of dissections, only put on to make it intelligible. 

All my thoughts are on Probability. . . . 

He had a “ service ” flat at 125B St. James’s Court. He had 
more than a fortnight’s leave at Christmas and decided to go off 
with Lytton somewhere. Should it be Paris? Expense was a 
drawback; but they decided that the cost of the journey and a 
week in Paris might reasonably be kept down to £5 a head. 
Maynard had a slight qualm — it seemed rather “ wicked ” to 
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go off to Paris* In the event they went to Rye, and afterwards 
he spent Christmas at home* 

Although Maynard was a humanist, and his sympathies 
comprehended the female sex, he did not show any marked 
leaning towards feminism and women’s rights ” in the narrower 
sense* But he was always ready to enter with enthusiasm into 
the affairs of his friends, and when Miss Philippa Strachey 
became deeply involved in organising a great procession and 
demonstration on behalf of the Society for Women’s Suffrage, 
his services were at her disposal. This was the first big public 
demonstration in the Women’s Suffrage campaign and was a 
notable landmark. Three thousand women proceeded on a very 
wet day from Hyde Park Corner to Exeter Hall. This was 
afterwards known as the ‘‘ Mud March A band had to be 
found, and Maynard accompanied Miss Strachey on a dark and 
foggy winter’s evening to Bermondsey, where the location of the 
band was only identified by strains of practising coming from 
behind a high bleak wall. On the day, he was put in charge of 
arrangements at the Exeter Hail. He arrived in good time to 
make the necessary plans for the reception, but he found the hall 
barred and bolted. Matters looked black. However, he managed 
to get it opened in the nick of time. A letter is extant from the 
Secretary, Miss Bompas, thanking him for his valu*ib]e services 
as steward. 

In the Easter vacation he went to Paris and stayed with Duncan 
Grant, and afterwards to North Molton in Devon, where there 
was quite a party of Moore, Strachey, Boh Trevelyan, Sanger 
and others. 

G. L. Stiochey to B, W, Swiikinhank, ^ist March jgoy 

At this moment Keynes is lying on a rug beside me, turning over 
the leaves of a handbook on obstetrics which seems to keep him 
absorbed. Norton is next to him on a camp-stool, and li is he who 
is writing mathematics. Next to him is Bob Trevy, under an 
umbrella, very vague and contented, and planning out his next chef- 
d'mvre, 1 should have mentioned that I am on a basket chair 
(with plenty of cushions in case of accidents), and that I am perfectly 
happy, as I am writing to you instead of doing what I ought to be 
doing, viz., composing a preface to Warren Hastings, . . . 

. . . Oh dear! Keynes has deserted his obstetrics and become 
absorbed in Norton’s mathematics. He declares that gamma is a 
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function of theta, but Norton thinks that he is integrating PV and so 
none of it will do. How shocking. . . . 

More holidays came in July, and he went off mountaineering, 
not with the superb Young this time, but with his father, his 
brother Geoffrey, and Fay, in the Pyrenees. Unfortunately 
Dr. Keynes and Geoffrey had to return unexpectedly early; 
Maynard found his way down with Fay to the hotel at Biarritz. 

J. M, Keynes to G. Z, Strachey, ijth July igoy 

You would adore this place — so do I. The climate is absolute 
perfection — never a cloud, never hot, never cold. And the food 
the food is divine. And the tea shops, not Rumpelmeyer, but as good, 
I think. Yet there are two clouds. I lose the most appalling sums 
at Petits Chevaux, and it is doubtful whether I shall have enough 
money to provide any meals on the journey home. Last night, I 
finished up by losing forty times running; and I have had other 
spells almost as bad. [Fay recalls that Maynard did his utmost to 
replenish his funds for gambling by drawing on him, but met with 
no success!] 

The other cloud is the ugliness of the people in these parts, includ¬ 
ing the visitors. I don’t like the Basque type— in fact it is hideous. 

But then I should add that I have left my heart in Aragon, the 
most beautiful country in the world, whence 1 have lately returned, 
having spent three days in a peasant’s hut. 

About a week ago I had a letter from Godley saying that he had 
thought it right to call Morley’s * special attention to my Minute on 
the Madras Malikhana case, and enclosing an autograph letter of 
compliments for me from J. M. He did not say whether or not he 
had reversed the damned Committee and agreed with me. 

Fay also recalls that at this period, when they had naturally 
discussed the great question of one’s future, it never crossed his 
mind that Maynard would become a professional economist. He 
assumed that, were Maynard to return to academic life, it would 
be as a philosopher. In writing to Pigou in the following winter, 
Maynard said that, should he return to Cambridge, his field of 
study would be Logic and Statistical Theory. 

Leave certainly seems to have been not inadequate, for in the 

* John Morley was at this time Secretary of State for India. 
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middle of October we find him settling into some rooms in King's 
College to pursue his researches for a fortnight. There is no doubt 
that he was working very bard on Probability at this time — 
probably harder than he had worked for many years. He seems 
to have resisted the temptation, for which this residence in King’s 
during the first fortnight of the Michaelmas term provided such a 
unique opportunity, of making a minute inspection of the new 
arrivals. 

The culmination of his work on Probability was to be the 
submission of a dissertation as a candidate for a Fellowship at 
King’s. Each year King’s offers a small number of Prize Fellow¬ 
ships. Success would not necessarily mean abandoning one’s 
career as a Civil Servant. It would simply be an honour and 
carry a very small stipend. On the other hand, it would clearly 
be an encouragement to return to Cambridge life, by its implica¬ 
tion that one was of the necessary standard. 

The College appointed as assessors W. E. Johnson, Maynard's 
old friend of childhood, and Alfred Whitehead. This seemed 
sufficiently propitious. But Maynard was not elected. It was a 
great disappointment. Page, who had by this time become an 
eminently proficient mathematician, and Dobbs, a classic, were 
the successful candidates. The election was hotly contested ; a 
Fellow of King’s, writing the next day, said that he thought they 
must have voted about fifteen times. 


J, M, Keynes to G. L, Sfrachey, 2yd Maich igo8 

I have had a very interesting time at Cambridge and heard all 
about everything from Pigou. 1 really think it was sheer bad luck — 
a hair would have turned the balance; also a little wickedness on 
their part, for P. says that there was a solid block who voted against 
me from the beginning on the express ground of senior ity^ while admitting 
that on merits I was better. . . . 

I was also damaged, I think, by Whitehead’s report. He is a 
follower (an ardent follower) of Venn ! and it seems to me from his 
criticisms, which are futile, that he can have understood very little 
of the philosophy. He praised the formal logic and the mathe¬ 
matics. Johnson’s report is almost as favourable as it could possibly 
be. T spent most of Sunday talking to him, and he had made a great 
number of very important criticisms, which, with the exception of 
one fundamental point, are probably right, and practically presented 
me with the fruits of his own work on the subject which have extended 
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over years. On the pure logic of it he is> J think, qi^ite superb and 
immensely beyond anyone else. 

. Pigou seems to have struggled nobly on my behalf — but I will 
tell you details to-morrow. I still have the subject on the brain. 

Please bring Darwin vol. ii. 

Yr. 

J, M. Keynes 

Really Whitehead's report was not competent. Of my two most 
important and original chapters, which, whatever their truth, are 
entirely novel, he says ‘‘ are really excellent discussions and exposi¬ 
tions, but “ - as I suspect — contain little that is new to a fairly well 
instructed philosopher ”, While Johnson says “ it is highly original, 
very neatly executed, and meets an urgent need in logical science 
Whitehead ought not to have said it was old, unless he himself knew 
of some passage where it had been said before. It is no good 
“ suspecting ” that it must have been said before, because it seems 
reasonable.’^ 

The reports of Johnson and Whitehead were both very good, 
praising the dissertation as an important contribution to know¬ 
ledge. It was indeed a lucky college to have two better men! 
Whitehead, it is true, dealt rather roughly with certain passages, 
but on being asked by Pigou to make a further statement, he said 
that his report as a whole had been intended as “ very favour¬ 
able All his friends encouraged Maynard with rosy hopes of 
success in the following year. 

Soon after this the question was mooted whether he should 
not return to Cambridge without a Fellowship. His father had 
had some doubts of the wisdom of his giving up the India Office, 
even with a Fellowship, and wrote in his Diary before the result of 
the election was known ; “ He will be throwing up a certainty 
and taking risks. That fits in with his scheme of life, not with 
mine.” 

* Keynes niay well have been in the right in this criticism It is possible that 
Whitehead was not widely read in philosophy outside his range at this period. I 
rcmcniber a remark which he made to me as lale as some time shoitly after the First 
World War, He was not predisposed to expect good philosophy to emanate from 
Oxford, but he praised Kant\s Tfieory of Knowledge by H. A. Prichard, on the ground 
that it made it unnecessary for one ever to think of reading Kant. Good Kantian 
scholars know that whatever the other virtues of Prichard’s book — and it was a 
notable philosophical contribution — it did nrit have this one. Whitehead’s reading 
in general philosophy became more extensive later. It was not his professional duty 
to have wide philosophical knowledge until he was appointed to the Cihair at Harvard 
in 1924, at the age of sixty-three. 
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Alfred Marshall had been in the habit of paying out of his 
>rivate pocket two sums of £100 a, year each in order to sustain 
ecturers for the new Economics Tripos at Cambridge, and in 
Vpril, although soon about to retire from his Chair, he wrote to 
Keynes offering him a lectureship in Economics on these terms. 
Ceynes was interested. The Economics Tripos, first established 
n 1903, had been looked after by the Special Board for Economics 
ind Politics. When this met on 3rd June 1908, it had to face a 
ninor crisis in its affairs. Pigou had just been elected to the 
>rofessorship in place of Alfred Marshall, Marshall had at once 
vithdrawn from Chairmanship of the Board, and on 3rd June 
)r. J. N. Keynes (Maynard’s father) was elected to the Chairman- 
hip in his place, a position he was to hold until 1919 ; but at this 
>articular meeting Professor James Ward, who had been Chair- 
nan of the Board in its early stages, resumed his place. Marshall's 
elf-effacernent went further. He had intimated that he did not 
ntend to continue lecturing. This was to give Pigou, who was 
till only thirty-one, a fair chance to become established as the 
principal lecturer upon the subject, and to give himself the greatest 
)ossible amount of time to complete the volumes planned in 
uccession to The Principles of Economics, Admirable although this 
)olicy was, it meant that the number of first-rate lecturers avail- 
Lble to the Board was reduced by one. Meanwhile a letter was 
ead from H. S. Foxwell, who was very sore at the election of 
hgou, so much his junior, to the Chair, stating that he did not 
atend to continue lecturing. Furthermore, Mr. D. H. Mac- 
iregor,* the other principal lecturer on economics for the Tripos, 
lad been appointed to the Chair at Leeds. There was evidently 
ore need for replenishment! A letter was read from Pigou, 
enerously offering to pay ^200 from his private pocket for two 
xturers, as Marshall had done. The Board decided to offer one 
f these lectureships to Walter Layton,^ and the other to the young 
ieynes. 

On 5th June Keynes resigned from the India Office.^ His 
ather made him an allowance of £100 a year; he was to have 
Jioo a year from Pigou; that was all the certainty. He would 
ndoubtedly earn money by lecturing and taking pupils, but the 
ates were low in those days and there were barely more than 

* Drummoxid Professor of Political Economy in Oxford, 1922-45. 

^ Now Lord Layton, clLtinguished economist and authority on international 
lairs, and editor of the Economist newspaper from 1922 to 1938. 

^ He was succeeded in his position there by Mr. (now Sir Cecil) Kisch. 

K 
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twenty men in the whole university reading for the Economics 
Tripos. Should he succeed in being elected to the King’s Fellow¬ 
ship in the following March, he would get a stipend of ^£’120 a 
year. It suited him to take the risk. 

J, M, Keynes to Dr, J, N, Keynes^ i 8 th July jgo 8 

I have finished up with a week of quite hard work, and have been 
in charge of the Department for the greater part of the last two days. 
It seems quite like dying — initiating stages in pieces of work which 
move heavily on, knowing that one will never see the outcome. I 
spent the morning mastering the arrangement of the Customs 
Department — the knowledge dies with me. But I have no regrets 
— not even now that it has come to it — not one. 

In these two years, he had gained the knowledge of how a 
Government Department works. One might almost say that such 
knowledge should be regarded as an essential part of an economist’s 
education ! He had acquired an interest in Indian affairs; the 
problem of the rupee was the livest issue in the field of money in 
those days, and Keynes was to make his debut as an economist 
by his treatment of that subject. His brief spell at the India Office 
had a consequence which was more important than either of 
these. He had made his abilities known to the officials of the 
Office. That knowledge was a necessary link in the chain of 
events which brought Keynes into prominence in public affairs 
fairly early in life. He might well have achieved prominence in 
other ways, but his path would necessarily have been more devious. 

At about this time there occurred an event which was to 
have an important influence for many years in his private 
life. It may be defined as follows : for some years before this, his 
reply to the question, Who is your greatest friend ? would un¬ 
doubtedly have been “ Lytton Strachey From about this period 
until his death, the reply would have been “ Duncan Grant 
It was not a question of the one supplanting the other, for the 
relation to each was different. There was no break in his friend¬ 
ship with Strachey, and their correspondence continued for a 
number of years. There is a subtle question involved concern¬ 
ing the kind of friendship which satisfies one’s innermost needs 
at various phases. In Strachey he had found a kindred spirit 
of rebellion against Victorian conventions; he had been able to 
learn from a somewhat older man; he had been fascinated by 
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his genius; he had been succoured by his power of sympathetic 
understanding. They both had dominating personalities; they 
both had in some sense a mission. Is it putting it too simply to 
say that Keynes’ mission was to make men think differently on 
important matters, Strachey’s to make them feel differently? 
Strachey continued to be poor, having to eke out his livelihood 
by journalistic work; he only gained a good footing on the 
publication of Eminent Victorians (1918), at the age of thirty-eight. 
But all this time he was, within a circle of intellectual friends, 
establishing a kind of dominance. He was struggling to find 
self-expression, he was asserting himself, he was diffusing his 
influence. 

Thus there was the possibility of an uneasy relation. Eager 
as Keynes had been to learn what Strachey had to offer, apprecia¬ 
tive as he always was, it was clearly impossible for him to be one 
of a group of followers. He had his owm far-reaching and com¬ 
manding powers. Yet within this circle, to which Keynes freely 
chose to attach himself and with which some inner urge compelled 
him to maintain his intimacy, it was Strachey who had to be the 
leader by reason of the principal interests of the group. They 
were not mainly concerned wtih economics or logic or public 
affairs or university matters, but with art and literature. It was 
Keynes’ great intimacy with Duncan Grant that gave him his 
special and congenial position in the circle, neither as leader nor 
follower. 

Duncan Grant combined a delightful and winning personality 
with a very good intellect. In the correspondence between Keynes 
and Strachey there were recurrent references to Duncan’s fine 
intelligence. By comf)arison with Strachey he was rangL He 
had, of course, his periods of depression and he had a struggle to 
achieve his full potentiality in his painting but that form of self- 
expression was less competitive in a social group them Strachey’s, 
who felt an inner compulsion to gain acceptance for his points 
of view. Grant was less restless and volatile. Not that he was 
merely a passive figure ; he w^as strongly original, and had abound¬ 
ing interests and an eager flow of spirit. Keynes found him an 
ideal companion. 

After leaving the India Office he immediately went up to 
Cambridge, at which the Long Vacation period of residence was 
proceeding. We hear at once of new figures — Gerald Shove ^ 

* The well-known economist. 
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and Hugh (*' Daddy'’) Dalton.* Shove was destined to be on 
intimate terms with the Keynes-Strachey circle for many years; 
Dalton diverged on to a somewhat different path at an earlier 
date. Later in the year, when Keynes finally settled down at 
King’s, we hear also of Francis (“ Frankie ”) Birrell and George 
Mallory. The former of these remained an intimate until his 
death; the latter was a special friend of Geoffrey Keynes. Rupert 
Brooke was already an established figure in Cambridge. 

Keynes got quickly to work upon Probability. He had had 
the benefit of comments and suggestions by W. E, Johnson. 
Whitehead also sent him an exposition of the points in which 
he was in incomplete sympathy. During the summer there was a 
joint discussion on Probability with Russell and Moore. 

Early in August Keynes took Margaret, his sister, over to visit 
Mrs. Berenson, then staying at Court Place, IfRey, near Oxford, 
where the company was gay and living very comfortable. “ In 
a few minutes we are going in the launch to Christ Church to see 
the pictures in the Library there.” ^ What a delightful way of 
‘‘ doing ” Oxford ! But the high point of the year was a stay for 
some two months with Duncan Grant in the Orkneys, Duncan 
being busy painting — his work including a portrait of May¬ 
nard — while Maynard was busy working on Probability. The 
result appeals to have been successful. 


J, A'l. Keynes to Duncan Grants ^th February iqog 

I met Whitehead in the street to-day and he stopped me t() 
speak about the Dissertation. He says that the new version has 
now convinced and converted him on the fundamental point on 
which he formerly disagreed with me. His conversion was due to 
the chapter which I wrote chiefly in the field above Stromness, and 
a reference to the argument brought back to me quite dearly the 
view of the haibour. He thinks I had better publish at once with a 
few minor alterations, without waiting to get the argument com¬ 
pletely filled in regarding certain points which I have left so far in 
an unsatisfactory condition. 

He came south at the end of October. He was invited to 
give advice on certain points in the next annual report on ‘‘ The 
Material and Moral Progress of India He had to dismantle 

* W >11 known in due course as> a leader o Ithe Labour Party': Chancellor of the 
Exchequer, 1945 to 1947. * Letter to Duncan Grant, 8th August 1908. 
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his flat in London and, having had an attack of influenza, did not 
settle into College until the end of November. He retained d,pied* 
d’^Urre in London by sharing with Duncan Grant accommodation 
in Belgravc Road. Meanwhile he was finishing off his disserta¬ 
tion. We may anticipate by saying that Johnson and Whitehead 
wrote still more favourable reports upon it when it was re-sub- 
mitted; Whitehead explained that his doubts on certain points 
had been removed. In the following March, Keynes was elected 
a Fellow of King’s, which he remained until the end of his life. 

3 

Between 1906 and 1911 Keynes was devoting all his spare 
time to the theory of Probability; indeed, we may state the matter 
more emphatically by saying that the main stream ol his intel¬ 
lectual energy was flowing into this v^ork ; his other activities were 
c omparativcly easy for him, and he could take them in his stride. 
After his failure to be dec ted to the Fellowship in 1908, he attacked 
the problem with renewed zest for re-submission; after his 
election he read widely in the subject and greatly enlarged the 
book for publication.^ In 1912 other work supervened, and his 
treatise had to be left on one side until 1920, when he polished 
it up before its appearance in 1921. Thus it was his main work 
from the age of twcnty-thiee to twenty-nine.- In the case of some 
men of outstanding powers, their constitution or environment 
prevents full fruition until a later date. But Keynes developed 
early, and his environment was not .such as to inhibit work of the 
best quality. Indeed we may believe that his intellectual powers 
at this period w^ere at their height; his treatise must be regarded 
as embodying a substantial proportion of his best life-work. It 
would be quite wrong to think of it as a jeu d'espiii thrown off' by 
an economist to show that he had some philosophical capacity 
also. 

The task he set himself was a gigantic one. It was nothing 
less than to cover the whole field of empirical thinking, whether 

* I'hcre was during this period a review of £Uments de la th^orie des probabihtis, by 
fimile Boule, in the Mathematical Gaz^lt^i March 1910: and of IVah'.chetnhchketts- 
lechnmgf vol, ii, by Emmanuel Czuber, ibid, October 1911. 

^ J. M. Keynes to Dr. Marshall, 13th September 1910: “I have been spending all 
this Long on my Probability Treatise to the exclusion of everything else, and am glad 
to say that the end seems in sight. It has occupied all my spare time for the last 4 
years, and I shall not be sorrv to be free again for other things.’* But more remained 
to be done. 
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resulting in the widest and most abstruse generalisations of physics 
or in the commonplace knowledge about the facts of our everyday 
life. Thus Keynes set himself to examine the validity of the 
processes by which wc obtain all the constructive knowledge that 
we have. He had to examine the principles of induction. Since no 
knowledge acquired by inductive reasoning reaches the level of ab¬ 
solute certainty, he had to examine the theory of Probability. He 
set himself to weld the abstract theory of Probability to the theory 
of induction more closely than earlier writers had attempted, 
and to deduce ail his principles from a minimum number of 
self-evident axioms, in the manner in which Whitehead and Russell 
had deduced the whole of mathematics from a minimum number 
of definitions and logical axioms. While there had been many 
treatises on probability and much writing about induction, it 
would be difficult to find a parallel for a comprehensive attack of 
this kind since the days of Aristotle, In MilPs treatise there is 
little serious tackling of the theory of Probability. 

It is usually maintained, and Keynes himself did not dissent, 
that these abstruse speculations about the validity of empirical 
knowledge are of merely academic interest, since the scientists 
will proceed with their good work without too much concern 
about its logical foundations. It is possible, however, that the 
position is now changing. The Quantum Theory has recently 
been taking a course which seems to run counter to normal 
scientific progress, in that it has to multiply (rather than reduce) 
the number of fundamental entities, the existence of which has to 
be assumed. And there are the puzzles connected w'ith indeter¬ 
minacy. It may well be that before wx reach the next great 
simplifying synthesis, which will surely come in lime, there will 
be some confluence between ordinary physical thinking and the 
philosophical theory of the relation between items of evidence 
and the facts which they arc deemed to support. Thus these 
fundamental logical speculations cannot be ruled out as inevit¬ 
ably of no practical use. It must be emphasised that Keynes' 
work is concerned with the foundations of Probability, and not 
with the working mathematics of it. Statistical mechanics pro¬ 
ceeds apace, using far more abstruse mathematical methods than 
are to be found in Keynes’ treatise. That t)ook, despite its ample 
display of mathematical symbolism, is not a contribution to the 
mathematical theory of Probability. It is concerned with the 
logical substruc ture of that theory. 
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What were the qualities displayed in the Treatise on Prohability ? 
First we may note the purely logical faculty, the power of distin¬ 
guishing the finest shades of difference between arguments of 
deceptive similarity* This logical faculty is different from that 
of the pure mathematician. We have seen that Keynes did not 
attain the highest flight of mathematical proficiency. The mathe¬ 
matician is working at every point with symbols, which guide 
and govern him, although he has to become their master. The 
logician at certain points has to dispense with this guidance and 
depend upon intuition. In the intuitive perception of distinc¬ 
tions and of relevance, Keynes probably ranks with the greatest 
logicians. 

Secondly, he displays a special kind of mathematical ability 
which is distinct from this logical ability. For the purpose of 
deducing the ordinary theorems of the mathematics of Probability 
from a few general logical propositions, a special kind of mathe¬ 
matical apparatus had to be used. Very few persons at that time, 
perhaps only two in England, were adept in this particular form 
of mathematics. Both have given their verdicts, in view of which 
we are able to give Keynes high marks for his proficiency in this 
very special and difficult field. In his leport on Keynes’ sub¬ 
mission on the first occasion, Whitehead wrote: 

Turning now to the mathematical division of the dissertation 
. . . His symbolism is excellent ; it has the great merit that accom¬ 
panies good symbolism, that essential points which without it are 
subtle and easily lost sight of, with it become simple and obvious. 
Also his axioms are good ; they are simple and few and by the aid of 
the symbolism he deduces the wiiole subject from them by rigid 
reasoning. The very certainty and ease by wiiich he is enabled to 
solve difficult questions and to detect ambiguities and errors in the 
work of his predecessors exemplifies and at the same time almost 
conceals the advance which he has made. 

In his review of Keynes’ book as it finally appeared, Bertrand 
Russell wrote: 

The mathematical calculus is astonishingly powerful, consider¬ 
ing the very restricted premises which form its foundation. . . . 
The book as a whole is one wdiich it is impossible to praise 
too highly and it is to be hoped that it will stimulate further work 
on a most important subject which philosophers and logicians have 
unduly neglected. 1 


Mathematical Gazette, vol. xi, July 1922, 
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It should be noticed, however, that this praise was relative to a 
first attempt, I believe the expert view now to be that the mathe¬ 
matics are by no means impeccable. 

Thirdly, there was his immense erudition in the history of 
thought. It may well be that Keynes had a wider knowledge of 
the literature of probability than he ever acquired in his chosen 
subject of economics. Complaints were made that his treatment 
of it was somewhat sporadic, and that he did not present the 
reader with a clear view of the general development of the subject. 
He might well have replied that he was using historical sources for 
their relevance to the central problems which he was endeavouring 
to solve. To have given an outline of the historical development 
of empirical logic would have required a separate volume. 

Finally, we come to a quality which is more important than 
all these and more difficult to define. It is to be emphasised 
that his subject-matter was a vast one. In some parts of the field 
precise and rigid mathematical work had already been done; 
others had only been treated somewhat vaguely; all had been 
treated from various points of view and with conflicting conclu¬ 
sions. The authorities were numerous, and the subject no less 
than the whole of human knowledge itself, save for that part of it 
which is contained in purely deductive processes. Keynes dis¬ 
played the most astonishing ease in moving about this tremendous 
field. He had a keen eye for the mutual relevance of apparently 
widely separated problems. Most important of all, he showed the 
quality of realism in a very high degree. One may proceed from 
certain assumptions and develop an elegant theory of probability; 
Keynes was quick to reject theories which, however meritorious in 
themselves, did not apply exactly to the actual processes of thought 
which man uses in his scientific or general reasoning. The 
power of apprehending simultaneously in his mind widely dis¬ 
parate theories and facts, the fine judgment of relevance and 
intense realism — these arc his great qualities. To them we must 
add his faculty for developing a chain of rigid logical reasoning, 
once he had assured himself that he had achieved relevant pre¬ 
mises and was not merely spinning fine theories in the void. 

It will at once occur to economists that these were the same 
qualities that marked his theoretical work in economics. He was 
second to none in his logical capacity for developing a fine-spun 
theory; but he was entirely averse from doing so save when he 
believed his premises to be realistic and his conclusions applicable 
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to life. His realism was unsurpassed among economists of his 
calibre. He had an extraordinary capacity for going below the 
surface of things. This keen sense of reality, this power of visualis¬ 
ing how tendencies do in fact work themselves out in the market¬ 
place, is not often combined with first-class theoretical power. 

In his biography of Alfred Marshall, Keynes emphasised the 
point that Marshall understood that the task of the economic 
theorist was something more extensive and more difficult than 
the development of a mathematical technique. He inserted the 
following footnote: 

Professor Planck of Berlin, the famous originator of the Quantum 
Theory, once remarked to me that in early life he had thought of 
studying economics, but had found it too difficult! Professor Planck 
could easily master the whole corpus of mathematical economics 
in a few days. He did not mean that! But the amalgam of logic 
and intuition and the wide knowledge of facts, most of which are 
not precise, which is required for economic interpretation in its 
highest form, is, quite truly, overwhelmingly difficult for those whose 
gift mainly consists in the power to imagine and pursue to their 
furthermost points, the implications and prior conditions of com¬ 
paratively simple facts, which are known witli a high degree of 
precision. * 

I happened to sit next to Keynes at the High Table of King’s 
College a day or two after Planck had made this observation, 
and Keynes told me of it.^ Lowes Dickinson was sitting opposite. 

That’s funny,” he said, “ because Bertrand Russell once told 
me that in early life he had thought of studying economics, but 
had found it too easy! ” Keynes did not reply. It was unlikely 
that RusselPs remark was to be taken with the seriousness that 
Lowes Dickinson seemed naively disposed to attribute to it. 

The Treatise on Probability did not appear until 1921. Bert¬ 
rand RiisselPs review was full of high praise.^ There was a favour¬ 
able notice by Mr. Harold Jeffreys,^ who with Dr. Dorothy 
Wrinch had already begun to work on similar lines, aiid who has 
since become the greatest expert on the subject. There were 
other good reviews, not all of which showed understanding of the 

^ Economic Journal^ ^924, reprinted in Memorials of Alfred Marshall, p. 2J5. 

^ He had just returned from Berlin, where he had been advising on the depreciation 
of the mark in November 1922. 

^ Op. cit. For some points raised in the review, sec the note which is appended to 
this volume. ^ Nature, and February 1922. 
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purport of the work. There were some unfavourable reviews. 
Certain persons of actuarial training showed irritation, not realis¬ 
ing that they themselves had not the faintest idea what the philo¬ 
sophical problems were that Keynes was trying to solve. A full 
and favourable appreciation was given in Mind by Professor C. D. 
Broad, who had been through some of the proofs with the author 
and Russell in 1914. A year later, however, there appeared in 
Mind an article on the Treatise by H. W. B. Joseph, a philosopher 
of considerable reputation in his own University of Oxford. It 
can hardly be claimed that he had really tried to comprehend 
the central features of Keynes’ thought. He and those who 
agreed with him at Oxford were extremely hostile to the ideas 
of Russell and Whitehead. Joseph was alienated by their manifest 
influence upon Keynes, and used his space rather for general 
skirmishing with the Russellian presuppositions of the book — 
there is a contemptuous reference to Russell’s lingo — than 
for close grappling with Keynes’ original contributions. The 
review was hostile, and at one point Joseph wrote that Mr. 
Keynes is no safe guide in fundamental logical problems 

Keynes was staying with me in Christ Church some time after 
that, and I thought that it would be suitable to bring these 
eminent persons together. Accordingly I invited Joseph to break¬ 
fast — breakfast was still often made a social occasion at Oxford 
in those days. When T told Keynes that Joseph was coming to 
breakfast, I detected a look of pain on his face. But 1 was not 
alarmed, because I thought that I had provided adequately for 
his comfort by arranging that the breakfast should be at 9.30 a.m. 

Breakfast is at 9.30,” I said. But his pain was not much assuaged. 

It is a very long time since I have got up as early as that,” he 
said, “ but if Joseph is coming ...” 

Throughout his mature life, and long before his serious illness 
in 1937, he made it a habit of lying late in bed, to conserve his 
energies. His morning post w^as brought to him and considered ; 
the financial intelligence which he received was carefully scrutin¬ 
ised ; the decisions of the day were taken; letters were dictated : 
in fact most of what might be called his office work was conducted 
before he rose from bed. Thus, when he did finally get up, he had 

* On the appearance of Joseph’s Introduction to Logic (1907) Dr. Keynes had written 
to his son : “ I began reading Joseph's T thought that in the first chapter he put 

some points well: but in the <)ther chapteis I have read ii seems to me confusion of 
thought almost from beginning to end. A good deal of it is not even worth serious 
criticism I agree with your pencilled comments.*' 
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a clear day before him for seeing those whom he had to sec, for 
his solid work of writing, or for meeting his friends.^ 

Mr. Duncan Grant recalls how, when he was sharing an apart¬ 
ment in London with Keynes, the telephone bell rang. He had a 
receiver by his bedside. It was still dark. He turned on the 
light and looked at his watch. It was 7 a.m. He took up the 
receiver. 

Voice: “ This is Margot Asquith. I want to speak to Mr. 
Maynard Keynes.” 

Duncan Giant: I’m sorry; Maynard is still in bed ; I do not 
think that I can disturb him.” 

Margot Asquith: “ Well, tell Maynard Keynes from me that 
if he does not get up earlier than this, he will never get on 
in the world.” 

On the occasion of the Oxford breakfast Keynes played his 
part and appeared punctually. A minute later Joseph came bust¬ 
ling into the room. ‘‘ I have been taking two pupils,” he said ; 
‘‘ I put on my nine o’clock pupils at 8.15, in order to breakfast 
here.” 

But I had not the heart to raise the issue of Probability at the 
breakfast tabic. The conversation eventually turned towards the 
Social Credit theories of Major Douglas. Joseph gave an elabor¬ 
ate refutation. He, like Moore, had developed a style which 
purported to carry ordinary prose to the extreme limit of clarity 
and precision of expression. But there was a diflerence. Moore’s 
style, for all its straining after precision, retains a certain flexibility 
and vitality, adapting itself to weak human nature, so that one 
can follow all the difficult twists and turns as they proceed, 
Joseph’s style was more mechanical, and less thoughtful of his 
auditor. He had ccrtainl), by long habit, acquired a facility for 
stating with a high degree of accuracy precisely what he meant 
to say. None the less, it was extremely difficult for the listener 
to apprehend what he meant. The sentences were often long 
and contained many subordinate clauses. They succeeded each 
other quickly. It was an astonishing tour de force. Polysyllables 
were avoided, and the sentences always seemed to end gram¬ 
matically, as they should. One had the sense that, if only one 
could have each sentence before one and study it carefully for a 

* For an alternative way in which another great man, albeit of far robustcr con¬ 
stitution, t onset ved his energies, see The Gathering Stormy by Mr. Winston Churchill, 
p, 329. 
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loBg time, one would be able to apprehend its meaning, and 
that its meaning would be clear. But as his speech went rapidly 
forward, each sentence faded out into oblivion, and one realised 
that one would never grasp the thoughts that had been set before 
one, I do not know whether Keynes’ abnormal powers of quick 
apprehension rose to this forbidding ordeal. At the end of Joseph’s 
lengthy and elaborate refutation, Keynes summoned up lus most 
gracious manner and leaning forward said: ‘‘ I’hat is the most 
clear and admirable exposure of Major Douglas's fallacies that I 
have ever heard.” 

Some time after that I met Alfred Whitehead. Keynes had 
been to him for advice. He had been body indignant at Joseph’s 
article, and eager to rend him. Whitehead had strongly dissuaded 
him, on the ground that the article was so irrelevant as to be un¬ 
worthy of his attention. No rejoinder was in fact written. White- 
head added that he had also had in mind that Joseph was really 
a silly man”, and he recalled an incident which I knew already. 
When I was an undergraduate and secretary of a philosophical 
society,* I persuaded Whitehead, whom I had known since boy¬ 
hood, to come up and read a paper to it. He consented with 
some reluctance, on the ground that the mocking atmosphere 
of Oxford disturbed those ‘‘ pieties ” which he cherished. His 
paper gave rise to a discussion ofrelations A relation was one 
of those indcfinables of which, according to Joseph, one had a 
direct understanding, and that understanding vouchsafed the 
information that a relation had two terms and two terms only. 
Whitehead insisted that a relation might have more than two 
terms. He cited the instance of the apices of a triangle. One 
could not specify the relation between two of the apices without 
also referring to the third apex, which thus constituted an essential 
ingredient in the relation. Joseph was obdurate. “ It was of the 
nature of a relation to have two terms only.” But why ? ‘‘If one 
understood what a relation was, one knew that it could only have 
two terms.” Whitehead was disgusted. This was merely a silly 
man Keynes was spared much trouble, for Joseph would 
undoubtedly have made a rejoinder, and, for all his failings, had 
formidable powers as a controversialist. Thus Joseph’s obstinacy 
in regard to the two terms of a relation released a considerable 
portion of Keynes’ energies at his maturity for the benefit of 
economics. 


^ The Jowett Society, 
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The only criticism which disturbed Keynes at this time came 
from another quarter. There was an undergraduate at Trinity, 
Cambridge, who had recently arrived from Winchester, the son, 
like Keynes, of a Cambridge don.* This was Frank Ramsey.^ 
Keynes quickly spotted him as a young man of outstanding genius. 
Although he was still an undergraduate when the Treatm appeared, 
his criticism carried more weight with Keynes than any other, 
and it is not clear that Keynes felt that he had a satisfactory 
answer to it.*"^ 

After the pubheation of the Treatise^ Keynes did not make 
further contributions to logic. We may suppose that his interest 
continued. He proceeded to add the great classics of the subject 
to his library, and he read more of what be bought than most 
bibliophiles. I recall an incident towards the close of his life. 
I was a member with him of an inter-departmental committee 
on economic problems during World War II, and had circulated 
a lengthy memorandum for the business of the day. He came 
into the room after 1 was seated, and touched me on the shoulder 
as he passed my chair: I am afraid that I have not had time 
to read your memorandum, but I have been reading your paper 
on Memory,” ^ 

(A further account of the contents of the Treatise is given in the 
Appendix to this volume.) 


' A. S. Ramsey, mathematician and Fellow of Magdalene Ciollegr. 

See Chapter VIII (4) below. 

’ Sec Appendix to this volume. 

^ This had recently appeared in AfiW, January 1942. 
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I N 1908 economics at Cambridge had for long been dominated, 
and was for long to continue to be dominated, by the person¬ 
ality of Alfred Marshall. Keynes has himself supplied us with 
a brilliant account of his character, work and influence.^ Marshall 
had qualities which fitted him for scientific leadership. His 
reading in his subject was very great, and the standard which 
he insisted upon for his own publications very high. His every 
sentence was carefully weighed and polished. He had a sense 
of responsibility and a consciousness of his own eminence, which 
made him give thorough judgment before pronouncing, as though 
he were indeed a wise monarch issuing decrees to his subjects. 
He was a fine theorist, and in his younger days spent much time 
in elaborating a mathematical framework; but, as we have seen, 
he did not confuse economic excellence with proficiency in mani¬ 
pulating symbols, and did full justice to the need for the study of 
institutions and to the difficulty of obtaining an understanding 
of their inner modes of operation. Hence his admiration I'or 
Keynes’ early work in the field of money. Without sacrificing 
one scintilla of the requirement for trutWul and impartial study, 
he was something of a diplomat in regard to the presentation of 
his work. He was anxious to make it acceptable to various types 
of reader, business-men, labour leaders, etc., and, with this in view, 
at times tended to conceal the abstruse mathematics by which he 
achieved some of his results. For the general reader he made 
economics seem somewhat easier than it really was, although the 
students at Cambridge were made aware of the various pitfalls. 
Furthermore, he was extremely anxious to maintain the unity of' 
the subject, both in time and place. He knew that economic 

* Obituary notice in the Economic Journaly September 1924, reprinted in Memorials 
of Alfred Marshally edited by A. C. Pigou, publ. Macmillan, 1925: and in Ersays in 
Biographyy by J. M. Keynes, 1933. 
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controversies exposed it to the contempt of the ordinary man. 
He sought to find some good in various schools of thought and to 
preserve historical continuity, such as exists in the more developed 
sciences. In Cambridge, his leadership was paramount; on the 
whole his pre-eminence was recognised in Britain generally; and 
his reputation was world-wide. At Oxford, Professor F. Y. Edge- 
worth, an original economist of notable achievements, was his 
unqualified admirer. 

While his work in pulling the subject together and establishing 
an authoritative text (his Principles) w^as of great value, his pre¬ 
dominant position had disadvantages. In due course there became 
discernible some spirit of rebellion in London, or, one might 
say, of competition against his monopoly; this tradition may have 
accentuated controversy between Cambridge and London at a 
later date. 

Marshall thought tliat the fundamental principles of the 
subject were now fixed beyond dispute, and that the next genera¬ 
tion of economists would be free to concern themselves mainly 
with the application of these principles to all the bewildering 
variety of institutions and practices in the real world. On the 
whole, the Cambridge school, including Keynes, carried out this 
programme, Keynes devoting himself particularly to currency and 
banking questions. There were disadvantages in the Marshallian 
programme. The hold of a scientific system which consisted 
essentially of definitions and classifications, and contained no 
quantitative laws, was precarious. Such a system ought to be 
subjected to constant c hallenge, in the quest for still better classi¬ 
fications. There was something unnatural in the state of calm 
imposed by Marshall. The established system began to acquire 
an odour of sanctity, wdiich was unhealthy. When Keynes, a 
quarter of a century later, proposed a reclassification in part of 
the field, he met with much opposition, not all of which was 
purely rational. 

At the point of time with which we are concerned, Marshall 
had just been succeeded by Pigou. He withdrew from active 
participation in educational work at Cambridge ; but his Principles 
and his monetary theories, embodied in evidence before successive 
Royal Commissions and in the lecture-notes of Cambridge pupils, 
continued to govern the thought of the place. Pigou was his 
disciple and favourite pupil. He was a man of wide interests, 
and had partaken in the keen discussions of the Dickinsonian 
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circle about life and art and social welfare; he has to his credit 
publications on theism and on Browning. He had also been 
President of the Cambridge Union, where his speeches on the 
fiscal controversy were long remembered. There was more fire 
and passion in his oratory at this time than in that of Keynes, 
who tended to limit himself to the strict argument. 

Pigou made a notable impression as professor. Tall, athletic, 
lucid and unadorned in his lecture manner, yet going very effect¬ 
ively to the heart of the subject, he created great confidence. 
What appealed above all were his simplicity and utter lack of 
affectation or of pomposity. He was friendly and talked with the 
young on terms of equality. He usually had some very close 
friends among the choice spirits, who would be taken with him 
during the vacations to share in the ardours of mountain climbing. 
In later years he gained the reputation among economists of being 
somewhat inaccessible. He was always ready to deal with specific 
difficulties, but did not much care for general economic discussion, 
still less for interviews with those who only came to him in a 
sight-seeing spirit. I remember a letter from a Japanese student, 
whom I had permitted to attend my lectures. He had visited 
Cambridge with imperfect success. Pigou he had found away; 
the gate-keeper of Marshall’s graveyard was also away, so that he 
could not obtain access to the grave; but he had been lucky 
enough to have an hour’s conversation with Mr. D. H. Robertson. 
He was now on his way to Scotland, where he hoped to have 
better luck wath Adam Smith than he had had with Marshall or 
Pigou. Pigou, had he been in Cambridge, would not have wel¬ 
comed a visit of this character. 

The first examination for the Economic Tripos (Part 1 ) in 
Cambridge was in 1905; and the first Part II examination was 
in 1906. Numbers were small. Candidates for the two together 
rose from six in 1906 to twenty-five in 1910. W. E. Johnson 
lectured on advanced theory, Lowes Dickinson on political science, 
J. H. Clapham on the economic history of France and Germany, 
C. R. Fay on British economic history and general economics; 
H. O. Meredith was brought back to Cambridge, being given the 
Girdler’s Lectureship in succession to Pigou, which he retained until 
he became professor at the Queen’s University, Belfast, in 19 ii ; 
Alston was then lecturing for those who took economics in the 
ordinary B.A. degree. A strong team, but a small one! To these 
were now added Walter Layton and Keynes. Layton lectured 
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on the structure and problems of industry and on labour problems. 
His lectures were long rcmcnibered for their admirable grasp of 
actualities: In the Lent and Summer Terms of 1909 Keynes 
lectured on Money, Credit and Prices, three times a week. He 
at once made a great impression. He was evidently a theorist; 
he expounded Marshallian monetary doctrine, which still had 
not much publicity outside the Cambridge classrooms. He was 
evidently also a realist. He abounded in the jargon of the market¬ 
place — arbitrage, backwardation, etc., but his explanations 
were in every case impeccably lucid. Theory was reinforced 
with massive illustrations. The question of gold production 
seemed then to be of the first importance, and most recondite 
information was brought forward on this topic. Even in his 
lectures on Principles, which he gave somewhat later, there was 
more factual illustration than is usual in such courses. He antici¬ 
pated Schultz, although no doubt without his laborious research, 
by providing his class with the ai tual elasticity of the demand for 
sugar; he illustrated the theory of profit by detailed statistics 
ifom the cotton industry ; copious figures were given on the 
export of capital. The lectuics were animated and intriguing 
in their mocle of delivery. He succeeded in conveying to his 
heaicrs that the theories he expounded really did apply to what 
was happening in the country. He seemed to be in close touch 
— although his contacts at this date were still slender with 
business affairs. The outside world was brought vividly before 
the minds of the Cambridge class — and yet he was not merely 
a practical man; he was essentially a theorist manipulating 
Marshall’s formulae on the blackboard. 

All this was very exciting. Pigou, Layton, Keynes, supported 
on the peripheral subjects by the other distinguished men I have 
mentioned, certainly did succeed with their widely different styles 
of lecturing, in producing from this small Cass a notable group of 
economists who have become illustrious. The First Class lists in 
the Triposes in these years before 1914 included the names of 
D. H. Robertson, H. D. Henderson, G. Shove, F. Lavmgton, 
C. W. Guillebaud, P, Sargant-Florence, and — outside the ranks 
of professional economists — P. Noel Baker.* Among those ap¬ 
pearing in the first division of the Second Class was Hugh Dalton. 


* Proies&or of International Relations in the University of London from 1924 tn 
1929, Labour M.P. from 1929, Parliamentary Secretary to the Ministry of War 
IVansport, 1942-5, and Cabinet Munster, 1945-50. 
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Keynes was a very busy lecturer throughout this period* 
During the last three years before 1914 he gave a course in every 
term twice a week on Principles. Pigou may have wished to give 
his young colleague a chance in this subject, or himself have 
become weary of repeating the same course year after year. We 
may give as an example of Keynes’ activity his schedules in the 
two years 1911 to 1912 and 1913 to 1914; these were the busiest 
years, but the others little less so. In the Michaelmas Term he 
lectured twice a week on Principles; in the Lent Term he lec¬ 
tured twice a week on Principles, twice a week on the Theory 
of Money and once a week on Company Finance and the Stock 
Exchange ; in the Easter (Summer) Term, he lectured twice a week 
on Principles, twice a week on Currency and Banking and once a 
week on the Money Market and the Foreign Exchanges. Earlier 
in 1911 he gave a course once a week on the currency and finance 
of India. 

In this pre-war period he certainly went through the mill of 
hard university teaching. 

2 

By the end of November 1908 he had settled into his rooms 
in King’s. He spent the first three weeks of December writing 
a paper on “ Recent Economic Events in India ” for the Economic 
Journal This was a short time for the preparation of his first 
important appearance in print, but he was no doubt fortified by 
knowledge acquired at the India Office. The paper deals with 
the disturbances of 1907-8 and their relation to the management 
of the rupee. The reasoning was solid and the statistics used with 
caution. I do not think that there is anything in the paper of 
which he would have been ashamed thirty years later, although 
the technique of analysis is naturally different. Emphasis is 
placed on the inflationary effect of the inflow of foreign capital 
into India acting through the mechanism of the rupee issue. He 
regarded the currency system not as something that should be as 
automatic as possible, but as capable of being deliberately man¬ 
aged to obtain a desired result. “ The Indian Government have 
not yet hit on an ideal system, and they should not rest content 
with the knowledge that many of their newspapers critics are wide 
of the mark.” In the spring of 1909 he had a scries of letters in 
the Economist of a statistical character, arguing that estimates of 

* March 1909. 
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British investments in India were exaggerated, and that they were 
nearer million than the £^00 million alleged.^ He also 

had a letter in the Economist urging that even moderate tariff 
reform would involve a great loss to Britain in receipts from 
invisible exports.^ 

The social life of Cambridge proceeded. 


J. M. Keynes to Duncan Grants igth January / 909 

... I delivered my lecture [his first lecture] this morning before 
an enormous and cosmopolitan audience — there must have been at 
least fifteen, 1 think, but a good many of them really had no business 
there, I am afraid, and I shall have to tell them that the lectures are 
not suitable to their needs. . . . 

On Sunday at breakfast, Sheppard delivered an indictment on 
poor Rupert^ for admiring Mr. Wells and thinking truth beauty, 
i)eauty truth. Norton and Lytton took up the attack and even 
James and Gerald (who was there) stabbed him in the back. Finally 
l.ytton, enraged at Rupert’s defences, thoioughly lost his temper 
and delivered a violent personal attacK 


J, M. Keynes to Duman Gtant^ 2nd Februay rgog 

What do you think - - 1 have rc*ceived tf>-day the offer of an 
ap])ointment — to be representative of H.M.’s Government on the 
IVrmanent International Ck)mmission for Agriculture at Rome, 
S<ilary /’500 increasing; duties practically nil. Shall J accept ^ 
Will you come with me if I do ^ Would jom like the post i* Nothing 
has happened to-day as I have been t<*aching the elements of 
econcunirs since it began. 

On Sunday Sheppard’s salon continued until after 2 am. with 
himself, Gerald, Rupert, Master Birreil and me. An attack on 
Gerald, led by Rupert, for calling hiinsc'lf a Christian when lie isn’t 
one. Masto B. had never seen a real set-t(. before and loved it, 
screaming with excitement. 


J. M. Keynes to Duncan Grant., loth February igog 

. , . The excitement of this place when combined with a good 
deal of work is enough to unhinge anyone and I really do not know 
how any of us last through the eight weeks of it. . . . 

* The EronomiH new^paprr, 27th February, 20th March, and 8th May 1909. 

^ Ibid. 2nd February 1909, ^ Rupert Brooke. 
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Last night MacCarthy appeared, bringing Hilaire Belloc with 
him, and Rupert gave a supper party from half-past ten to half-past 
one. The usual collection of people, Gerald, Master B., James, 
Daddy and me. Belloc is an astounding theatrical figure, and 
maintained a monologue for the whole three hours. . . . 

In the Easter Vacation he took fresh air with his family at 
Whitchurch, near Tavistock in Devon, playing golf with his 
father, and then had a fortnight at Versailles with Duncan Grant, 
In the course of this vacation he wrote an essay on Index Numbers, 
which won him the Adam Smith Prize. He may have felt that 
it was desirable to have some academic recognition of his skill as 
an economist, since he had not taken the Tripos. His work on 
Probability no doubt aided him in the Index Number problem, 

J, A'L Keynes to Duncan Gtani, loth May igog 

Oh, they’ve announced to-day that I have got the Adam Smith 
Prize, - /^6o down, so Wrsailles more than paid its way. . . , 

To-night, instead of preparing a lecture I have been reading the 
examiners’ criticisms on my essay. One of them, the Professor at 
Oxford,^ and supposed to the leading authority on the subject of 
the essay, seems to me hopeless. I feel convinced that Fm right on 
almost every point he attacks and that where my argument is novel 
he simply has not attended to it. His criticisms sliow a closed mind 
and I feel I could never convince him since he wT)uldn’t ever properly 
attend to what I was saying. . . . 

J. M, Keynes to Duncan Grant., I4ih May igog 

Geoffrey [his brother] is an extraordinary fellow. The other day 
he wTole a very affectionate letter to Mr. Henry James who's a total 
stranger to him, asking him to come and stay. Mr. Henry James 
has accepted ; in an enormous letter even more complicated than a 
novel beginning “ Dear Geoffrey Keynes So he is coming from 
a Friday to Tuesday at the end of the term. 

My rooms are completely furnished now. The carpet is of a 
delicious substance, hut too pale perhaps every mark is shown. . . . 

J. M. Keynes to Duncan Grants 24th May igog 

Mr. Henry James has accepted my invitation to breakfast on 
June i3lh“-he will be “ enchanted ” to come. . . , 

* Professor F. Y. Edgeworth. 
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Memories of that breakfast are rather painful. Norton, James 
Strachey, Duncan Grant and Gerald Shove came and talked 
volubly in their own idiom about their own subjects. Henry 
James is said to have looked thoroughly flummoxed.* When, after 
breakfast, Mr. Desmond MacCarthy appeared at the door his 
face lighted up with pleasure. Here at last was someone who 
would have some contact with something that he understood. 
He was anxious to know if Rupert Brooke, the brilliant under¬ 
graduate, was a good poet and consulted MacCarthy. The answer 
must have been rather disparaging, for James is remembered to 
have said : Thank goodness; if he looked like that and was a 
good poet too, I do not know what I should do 

In July Keynes was with his family again in the Pyrenees, climb¬ 
ing. Then he look a house at Burford (Oxon), in order to work 
peacefully on Probability. Friends came to stay in relays —Swithin- 
bank, James Strachey, Sheppard, Cecil Taylor,^ Humphrey Paul, 
Duncan Grant, his mother, and his sister Margaret. He had 
this house again in the summer of 1910. 


J, Af, Keynes to Dnncan Grant, i§th Ociobet igog 

... I seem to have spent most of my time seeing pupils. 1 ha\'e 
aheady got eighteen of these, which will be rather hard W'oik, but 
ought to bring in nearly /'60. . . . 


J. A/. Keynes to Duncan Grant, 20ih October igog 

. . . The work of the don is the hardest work in tht' world. 


J. M. Keynes to Duman Grant, 24th October igog 

. . . I’he day before yesterday J founded a Political Economy 
Club for the undergraduates and am to give an opening presi¬ 
dential address on Wednesday week. . . , My private pupils have 
now risen to 24 in number. So work lies heavy on me. . . . 

’ An alternative version supplied by Mr. MacC^arthy from Henry Janics’s own 
account is that he, James, had to do all the talking, while the young men showed no 
powers of response. It was like the Meet of a Hunt, at which one had to provide 
the fox, the hounds and the huntsman oneself” By cither account the breakfast was 
not a success! 

* Subsequently a great schoolmaster, pillai of Clifton until 1948. 
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On 7th November 1909 he was able to tell his father that he 
was now drawing an income of £yoo a year, including the £ioo 
that his father gave him. In view of the small size of his basic 
salaries, and of the fees per pupil, he must have had to work 
extremely hard for this. 


J. Ad. Keynes io Duncan Grants yth November jgog 

... I shall probably examine the Mercers’ Grammar School in 
Holborn in December. ... It will take the whole of my time for 
five days, but will bring in . . . 

In 1910 he w^as made Director of Studies for undergraduates 
reading economics in Trinity, and thereby became Mr. D. H. 
Robertson’s director. 

In 1911 he w^as still grateful for small increments. 


J, M. Keynes to Dr. J. N. Keynes^ 6th June igii 

I heard from Macaulay yesterday that the Council had appointed 
me to an annual lectureship in Economics with a stipend of ^50. 
For this I am to lecture to members of the college free of charge and 
do any supervision if it is reciuired. I think the terms are very 
generous. 

The Political Economy Club referred to in the letter of' 
October 24th developed into his Monday Evenings which became 
famous. They were already established in Robertson’s under¬ 
graduate days and continued regularly every term, with an inter¬ 
ruption for the First World War, until 1937. By the advice of 
the directors of studies in economics in the various colleges, he 
selected from his own college and elsewhere a dozen or more 
undergraduates who were supposed to be the most promising. 
Other dons were also invited, but on a given evening there WT>uld 
not usually be more than one. A paper was read by one of the 
undergraduates. Lots were drawn and every member had to 
speak before the fireplace in the order determined by the drawing. 
Keynes himself summed up at the end. The itsc of lots appears to 
have had a vogue in Cambridge at this time. It was used at 
''the Society ” (which may have set the example), at Dickinson’s 
Discussion Society, and at Keynes’ Club. The practice is, I 
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believe, unknown at Oxford* Docs this indicate a greater cock¬ 
sureness on the part of a typical Oxford undergraduate, always 
ready to get upon his legs ? Or does it indicate a greater suavity 
of Oxford manners, a kind consideration for the shy man, who is 
allowed to remain shy until after a term or two he finds his feet with¬ 
out compulsion ? ^ The following is Professor E. A. G. Robinson’s 
account of the Club ^ in the period after the First World War. 

During those early post-war years it was through the Club that 
Keynes’ influence was widest and most powerful. It was essentially 
an undergraduate club, Dons, both economist and others, who, 
like Richard Braithwaite or Frank Ramsey, were interested in 
kindred problems, might come. If Keynes had a visitor, more 
particularly a visitor fiom abroad, he would bring him. But the 
papers in nine cases out of ten would be read ]>y undergraduates or 
young research workers — in those days researchers in economics 
were few, their distinction from undergraduates unimportant, and 
the Ph.D. unknown. To the undergraduate of the early twenties, 
I can say from experience, Keynes’ club was fascinating but alarm¬ 
ing. Fascinating because here one heard Keynes, a large part of the 
Faculty, and all the best of one’s rivals discussing in realistic detail 
all the real and most urgent problems of the world. Alarming 
because if one read a paper one was likely to find one’s under¬ 
graduate efforts (I speak from painful memory) being dissected by a 
visiting Mr. Hawtrey, destroyed by the full power of Frank Ramsey’s 
dialectical analysis, and when one had maintained one’s position to 
the best of one’s ability, Keynes would sum up in friendly but 
utterly devastating fashion — I learned a certain sympathy with the 
prisoner waiting for the judge’s black cap. Alarming also because if it 
was not one’s turn to read the paper, one must draw a number from 
the hand of the Secretary, and take one’s turn on the hearthrug to 
discuss a paper on a subject about which one might well feel an 
embarrassing ignorance in the presence of *’ome of the most critical 
minds of Europe. But a wonderful training because in Keynes’ 
presence there wei e certain forms of nonsense that one did not enjoy 
perpetrating once, and remembeied for life not to perpetrate a 
second time. 

* I’his process of lot was even extended to a dinung-club known as The Cranium, 
which met onc'e a month between the two wars and consisted of Bloomsbury ” (see 
below) and thereby mainly Cambridge men. Keynes was a member during the latter 
part ol its existence. Lots were used to detenniiie who should sit next to one another 
at dinner. I am informed, however, that it is no longer a common practice in 
Cambridge. 

^ Economic Journaly March 1C147. 
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Through his Club, Keynes knew intiinately right down to his 
illness in 1937 all the best of each generation of Cambridge eco¬ 
nomists, and exercised a more personal influence upon them than 
anyone else. The very great influence of Professor Pigou on the 
whole technique of Cambridge economic thought in our generation 
was of a rather different character ~ - exercised less personally and 
more through his writings and lectures. And tiirough the Club we 
insensibly acquired certain elements in Keynes’ own approach to 
the problems of economics. In the early years his interests were 
almost wholly in the practical problems of economic policy. I can 
remember very few papers on purely theoretical issues, though we 
covered a very wide range of questions. The choice was mainly 
our own, made in consultation with the undergraduate Secretary, 
but our tastes were in some measure the consequence of his. 

I will only add to this account two impressions of my own.^ 
One must imagine Keynes very cosily arranged in the corner of 
the sofa beside the fireplace, his legs outstretched, his hands 
tucked into his cufl's, on his face an expression of kindly interest. 
One might know that ruthless criticism would come in due course ; 
but for the time being one had the impression that he was eager to 
hear what one had concocted, and that he was essentially one's 
friend, covering one with his support and protection. Then in 
the summing up, it was not only the criticism — which might not 
always be fierce — that was “ devastating ; it was also the extra¬ 
ordinary range and variety of knowledge that he invariably dis¬ 
played in relation to the subject of the paper. Here one had 
worked away for two or three weeks, studying the special litera¬ 
ture, and then Keynes, without preparation and out of his own 
stock, seemed to know so very much more, whatever the subject 
might be, I’hat set a standard, too high indeed for most of us. 

In addition to these heavy teaching duties, he already had in 
this early period some administrative work. In 1910 he was 
elected to the ‘‘ Special Board for Economics and Politics ”, and 
in the autumn of that year he was made Sec retary of the Board, 
which he remained until the end of 1914. Thus with his father 
in the Chair, the Keyneses might be said to have Cambridge 
Economics in their pocket! 

His examining duties in Holborn in the following December ^ 
were the occasion of his making a better arrangement for a perma¬ 
nent footing in London. He took two rooms in 21 Fitzroy Square, 

* Formed during my visit to Cambridge m 1922, cf. ch. vui, 5. 


^ Cf. p. 150 above. 
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which h«5 shared with Duncan Grant, the latter using one room 
as a studio and Keynes the other for a bedroom when he wished to 
visit London. Duncan Grant lived with his family at Hampstead. 
During the examination Keynes had to work hard at the papers, 
but went one evening to a party. 

J. M, Keynes to Mrs, Keynes^ i 8 fh December jgog 

At midnight yesterday 1 went with some friends to a fancy dress 
supper party (clad as a cook) — when who, to my immense surprise, 
should enter but Geoffrey! — clad as an ancient Briton. Then on 
the top of Max Beerbohm, Will Rothenstein, Wilson Steer, and all 
the other artists, in came a whole train of them — Gwen and 
Margaret Darwin,^ Ka Cox,2 Karin Costelloe, Justin, ^ Rupert, 
Jacques,all in the most ornate garments. I was never more aston¬ 
ished. Had you heard anything about it? At two o’clock in the 
morning they were gallivanting in the streets of London as dead 
leaves before the West Wind. 

This winter there was a General Election, consequent upon 
the rejection of Lloyd George's Budget by the House of Lords, 
Keynes wrote a long letter to the Cambridge Daily News on the 
Liberal side.s In January he went to support his old Eton and 
fUmbridge friend, Edward Hilton Young (Lord Kennel, brother 
of Geoffrey Young), who was standing as a Liberal for East 
Worcester. Headquarters were in Birmingham. 

J. M, Keynes to Mrs. Keynes^ 8 th January igio 

It’s a good thing that I came yesterda)' as on my arrival I found 
a note saying that I must at once make my way to The Shelter, 
Blackwell, about 12 miles from here and address a meeting. I got 
on all right, but shall feel more at home tonight, I expect. 

J. M, Keynes 

Fellow of King’s College, Cambridge 
is billed to speak somewhere every night. 

The rural districts are solid Liberal, but are swamped unfortun¬ 
ately by the outlying parts of Birmingham. 

I am going to enjoy myself veiy^ much, I think, . . . 

^ Daughters of Sir Geoige Darwin, aiterwards Mre. Raverat and Mrs. GeoftVey 
Keynes ^ Afterwards Mrs Will Arnold-Foster. 

^ Justin Brooke — no relation of Rupert, the poet. 

^ Jacques Raverat. ’’ 24tli December iqog. 
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J. M. Keynes to G. X. Strachey, j^th January igio 

Pve been enjoying myself here enormously, but am leaving 
tomorrow, Life without a howling audience to address every evening 
will seem very dull. Have you any picture in your mind of Birming¬ 
ham and its inhabitants ? 

The Easter Vacation brought very different scenes, when he 
visited Greece and Constantinople with Duncan Grant. In the 
summer, after a visit to Mrs. Berenson at Oxford, with all the 
comfort and luxury of it, he had some money-making toil at 
Hammersmith in London : 

J. M. Keynes to Duncan Grants lotk July igio 

There is an unexpected vacancy to do in Hammersmith what I 
did last December in Holborn, and for the sake of 1 have agreed 
to go. As it’s the largest centre in England, I shall get no times off 
and will have to sit there daily from 9.30 till B. . . . 

Then more work on Probability at Burford. Some of last year’s 
visitors reappeared, and also Daniel Macmillan and Frankie 
Birrell. In the midst of this, to refresh himself, he made a bicycling 
tour o\er the Berkshire downs and furthci westward. 

In the later part of this year he became involved in a fierce 
controversy with Karl Pearson. He published the review of a 
study made by Miss Elderton, assisted by Karl Pearson, on the 
influence of parental alcoholism on offspring.^ 

The authors had inferred from a sample the absence of malign 
influence. Keynes questioned the sufficiency of the sample, and 
held that the logic of the arguments was imperfect. His mind was 
no doubt already full of the pitfalls of statistical inference. His 
review ended with the words : As a contribution to the solution 
of the general problem the memoir is almost valueless, and, from 
its failure to direct the reader’s attention to essential facts, actually 
misleading. As a study in statistical method it is a salient example 
of the application of a needlessly complex mathematical apparatus 
to the initial data, of which the true character is insufficiently 
explained, and which arc in fac t iinsuited to the problem in hand.” 
Meanwhile Alfred Marshall broke his ‘‘ almost absolute rule 
against controversial correspondence” by writing to The lime^r 
The persuasive power of Marshall’s arguments is rather spoilt, 

^ Journal of the Royal Stahshcal Society^ July Kjio. 

2 7th July, 2nd August, and igih August 1910. 
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for later readers, by his shocked tone. Pearson was stung, and 
replied in a pamphlet entitled The Influence of Parental Alcoholism 
on the Physique and Ability of the Offspring: A Reply to the Cambridge 
Economists. Keynes made a rejoinder in a letter which seemed 
devastating; * but Pearson had some defence/ and Keynes made 
a final reply/ more judicial now, in the grand manner, maintain¬ 
ing his original position that Pearson’s sample and methods were 
inadequate. 

The controversy meanwhile had become widespread. Dr, 
Mary Sturge and Sir Victor Horsley produced a pamphlet. 
Keynes made a clever use of those of their arguments which were 
good. Pigou joined in the fray with a short article,^ restating 
the main Oambridge position in most carefully worded sentences, 
as though cautiously picking his ftteps among burning cinders 
Keynes showed his brilliant powers as a controversialist; his 
style was delightful; he had rapier thrusts and plenty of jokes 
and nuances of phrase, making Pearson look very foolish, more 
foolish than he was. While Keynes had good points, it is not 
apparent that Pearson was completely in the wrong.*^ 

In the issue of Journal of the Royal Statistical Society in which 
Keynes’ last letter appeared, there was also a note by him on 
The Principal Averages and the Laws of Error which lead to 
them 

Keynes was also involved in the second General Election of 
1910. 

J, M. Keynes to Duncan Grant, 6 th December igio 

Nothing has happened here except a General Election. It 
occupies our tongues appallingly and w'e go to the Union every 
night to cheer the results, —where it appears that all Tories have 
bass voices and all Liberals tenor. Last night I spoke at a very 
enthusiastic meeting for IVtontagu at Histon, w^here Chivers makes 
his jams. The audience was entirely male and very much excited in 
our favour — so I found it most exciting to address them. . . . 

He had maintained his interest in India. We find him writing 
a spirited letter in protest against disparaging remarks about the 
Indian students at Cambridge/ 

‘ Jownal of the Royal Statistical Soaety, I><rmber 1910. 2 January iqu- 

'• Ibid. February 1911. '* ]VeitmmsteT Cazette, and February 1911. 

Keynes made a very brusque allatk in the Treatise on Probability on some of 
Pearson’s woik on Probability, Cambridge Renew, 17th May 1909, 
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J, Af. Keynes to Dumm Grants 24th October igog 

The reason I couldn’t come this morning was the appearance 
of an embassy from the India Office to discuss Indian prices and 
currency. Professor Marshall and I and the ambassadors have just 
completed a six hours’ discussion of the question. I found it extremely 
interesting, but it has left me rather exhausted. . . . 

In 1910 he was writing to the India Office to point out errors 
in the statistics of the Indian Trade Journal, He maintained a 
correspondence with Mr. Lionel Abrahams of the India Office 
with whom he saw eye to eye on many points concerning the 
rupee. In the spring of 1911, he wrote a paper on the Indian 
Currency Question, which is the first manifestation of his path¬ 
breaking capacity as an economist. It was read to the Royal 
Economic Society at its quarterly meeting — those were arduous 
days — on the 9th May 1911 ; it was printed in India for circu¬ 
lation to those in the Government of India who were concerned, 
but it was not published. It contains the essence of the ideas 
that were developed in his volume published two years later. 


Extract from Paper on the Indian Currency Question 

I will endeavour to give reasons for thinking that this existing 
system to which the name of Gold Exchange Standard has been given, 
is something much more civilised, much more economical and muc b 
more satisfactory than a gold currency. 1 should like to see it 
openly established in India on a permanent basis and all talk of an 
eventual gold currency definitely abandoned. 

The Government of India has been the first to adopt the Gold 
Exchange Standard on a large scale. But every year there are fresh 
converts ; nor will it be long before it becomes, in effect, the standard 
of half the world. And out of it, in my belief, will be evolved the 
ideal currency of the future. . . . 

The following is interesting in view of his subsequent opinions. 

Time has dealt satisfactorily with what were originally the two 
principal grounds of criticism:—First, that the new system was 
unstable; and second, that a depreciating currency is advantage¬ 
ous to a country's trade. 

I'he reasons for these opinions were marshalled with great clarity 
and succinctness. 

His reputation as an economist was growing. In April 1911 
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ku father) Dr, Keynes, was elected to an Honorary Fellowship 
of his old college, Pembroke. Alfred Marshall wrote to congratu¬ 
late him. 


Alfred Marshall to Dr. J. jV*. Keynes^ sSih April igi i 

Among your many honours, there is perhaps none greater than 
that of being the father of J. M. Keynes. 

In the Easier Vacation he was with Duncan Grant in Tunis 
and Sicily, and paid a visit to Settignano on his way back. The 
house at Burford was not resumed that summer. For part of the 
vacation he was in Cambridge working hard at German treatises 
on Probability. He also went and spent some time under canvas 
near Moreton Hampstead in Devon in a camp organised by Justin 
Brooke, where the Olivier sisters,* Virginia Stephen, Rupert 
Brooke, Maynard’s brother Geoffrey, and other congenial spirits 
were present. 

In the second half of September he went on a grand Liberal 
tour of Ireland, organised by the “Eighty Club” (i5lh-30th 
Septembei). 

J. M. Keynes to G. L. Strachey^ 20th September rgrr 

This Irish affair is proving extraordinarily interesting — in 
Dublin, especially, it was an experience of another life. But they 
work us to death and my constitution has already completely 
crumbled, , 


J. M. Keynes to Duncan Giant^ Octobei igi i 

It is now a week since I left the Eighty Club. The affair was 
very interesting, but a point came when I could support crowd life 
no longer and when 1 felt as if 1 should go mad if I heard another 
speech. So I left Gerald to whirl on with them and deserted. You 
have not, 1 suppose, ever mixed with politicians at close quarters. 
They are awful. I think some of these must have been dregs anyhow^ 
but I have discovered, what previously J didn’t believe possible, that 
politicians behave in private life and say exactly the same things as 
they do in public. Their stupidity is inhuman. The most decent 
people were the Morning Post reporter . . . and a charming old 
peer called Lord Saye and Sele. There were one or two others, 

Daughters of Sir Sidney (Lord) Olivier, 
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whoise characters were not particularly sympathetic to me, but were 
really all right. The rest of them had minds and opinions as deplor¬ 
able as their characters. . . . Oh, I forgot Mrs. Max Muspratt, a 
middle-aged lady whom 1 found very sympathetic and who thor¬ 
oughly agreed with me about the rest of the company. Our progress 
through Ireland was of the nature of a royal procession. We 
travelled in a private saloon train and were received everywhere with 
addresses (we must have received thirty or forty), illuminations, and 
bands playing “ Rule Britannia ” and God save Ireland Fd a 
good many very interesting conversations with local notabilities. . . . 

Ireland is almost entirely made up of undulating grass lands, 
hedged and walled into small fields, and of a great deal of water, lakes 
and rivers. The fields are richly green, the air is soft and the whole 
thing very charming, especially in the evening light. The trees and 
the country have a much richer, warmer colour than in England, but 
there is no arable whatever. Yet I think England is preferal^le — a 
great part of Ireland seems to me unexpectedly to lack mystery and 
not to make up for this by peacefulness. Galway and Aran (and I 
dare say Connemara where I didn’t go) are a great exception to this. 
Galway town is very romantic and the Aran Islands, though I didn’t 
stay there long enough to get a quite clear impression, obviously 
wonderful. The coast and the sea reminded me both of Greece and 
of the Orkneys, and Aran itself is a bare stony upland of the same 
material as Syracuse. It was very strange and interesting and the 
people fine and healthy instead of rather mean Icx^king as so many 
of the children and men of Ireland are. . . . Here [Glengarriff, 
County Cork] I am in the regular tourist pait of the country. 
Islands, hills, sea, lakes, streams, woods and open country inextricably 
mixed up together, and 1 suppose it’s beautiful. But this too seems 
quite lacking in mystery and is exactly what the hotel keeper, having 
the best taste of his class, would have created. Although the (ountry 
is wild and almost uninhabited, I feel as if Queen Victoria and the 
Prince Consort must some time about 1850 have unveiled it and 
declared it open. . . . 


3 

Probability was nearing completion and events were drawing 
him inexorably away from logic to economics. In the autumn 
of this year he was offered, and accepted, the editorship of the 
Economic Journal^ which his father had refused twenty-one years 
before. It was a great honour for one so young, who had published 
little. Marshall’s strong support was no doubt crucial. An 
editorial committee was appointed, but it is not supposed that it 
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had much occasion to interfere* He retained the editorship for 
thirty-three years, when he was succeeded by the author of this 
volume* But from 1919 onwards he had a joint editor*^ In 1913 
Keynes also became Secretary to the Royal Economic Society. 
And for a large part of thirty-three years he successfully managed 
its finances, with the goodwill of Mr. Alfred Hoare, who was 
officially the Honorary Treasurer until 1937. The affairs of the 
Society prospered exceedingly. 

On taking over, he discovered heavy arrears. Edgeworth 
often found it difficult to make up his mind. Among articles 
which had long been waiting for a verdict was one by the famous 
and formidable Archdeacon Cunningham. It was embarrassing 
for a young man to reject work by one so eminent, but he grasped 
the nettle firmly. Thereafter he would not allow any accumula¬ 
tion ; if there was no more room in the next issue, he refused. He 
maintained the tradition of having some contributions from per¬ 
sons outside the academic field and of combining realistic with 
more theoretical studies. Indeed, Edgeworth, oddly enough, had 
been very inhospitable to purely theoretical work from any pen 
other than his own, and Keynes, with so many more contacts 
outside the academic world than Edgeworth ever had, judged it 
necessary to redress the balance in favour of academic theorists. 

Keynes performed his duties with the minimum of fuss. On 
retiring he explained that liis only apparatus was one drawer in 
his desk for his papers and some porcupine clips to hold them in 
bundles. Through this economy in overheads, the Society had 
flourished. But if he was economical in expenditure, he was lavish 
in the time that he devoted to contributors. He often sent com¬ 
ments of many pages on articles submitted, both when he accepted 
and when he rejected. In the latter ease, especially with younger 
writers, he explained his objections at great length. In the former 
case he suggested improvements, and man)/ articles were re-sub- 
mitted several times before their final appearance. Authors were 
usually grateful in the end for this editorial insistence on their 
perfecting their work.^ Great as the pressure of his other business 

* Edgeworth, who had been editor from iBgo to 1911, was brought back to a joint- 
editorship in 1919, when Keynes was busy peace-making. Edgeworth was sucxeeded 
as joint editor by Professor D. H. Mar Gregor in 1926 and he by Professor 1 ^. A. G. 
Robinson in 1934. 

^ An egoistic footnote ma> perluips be allowed to the author who was on one 
occasion injured by Keynes’ yeal. During 1928 1 submitted a short article, setting 
out what I called the ** uk rernent ol aggregate demand curve ”, Keynes showed (his 
to F. P. Ramsey who raised objections. Being in poor health at tlic time, and heasdly 



i60 JOHN MAYNARO REYHES [tm 

finally became, Keynes maintained this habit. He esteemed his 
editorship as an occupation having the highest claim. 

The Easter Vacation found him at Beaulieu, on the Riviera, 
with Gerald Shove. He also went on a riding expedition with 
Mr. Archibald Rose, setting out from Salisbury. Mr. Rose recalls 
how they arrived one Sunday morning at Wells, not too late for 
church. They entered the cathedral shyly, as they were much 
bespattered with mud, and, to their consternation, the verger 
showed them to a front pew. The preacher was Dr. Hensley 
Henson.* The main theme of his discourse was that the resurrec¬ 
tion of Jesus Christ was not a physical fact. There was much 
murmuring among the good ladies of Wells on the Green, and 
Rose himself was a little upset. He recalls how Keynes consoled 
him that evening. Settled in his easy chair, with his gentle smile 
and comforting expression, as of one who had knowledge of deep 
mysteries — You must not be upset,” he said; this fellow 
has thought deeply about these matters ; he has been reading and 
studying all the time that you have been on the far frontiers of 
empire; he knows what he is talking about; you can trust him ; 
it is quite all right.” 

In the course of their riding they put in at the (hown Hotel, 
Everleigh, a delightful village in the midst of Salisbury Plain. 
Keynes was so pleased with it that he formed the plan of taking 
over the whole place for himself and his friends in the summer 
holidays. This was not possible in August, but he had the 
whole house for July and a number of rooms reserved lor August. 
Thither many of his friends came — Duncan Grant, Sheppard, 
Gerald Shove, Frankie Birrell, Dilly Knox, Rupert Brooke, the 
Olivier sisters, Katherine Cox, Archibald Rose, Chester Purv^es, 
Justin Brooke, Ferenc Bekassy, G. H. Luce, and Maynard’s brother 
Geoffrey. Many looked back to this as a delightful holiday, a high 

burdened with colleg^e duties, I Sv.is disc ouiaged and pul the article away in a drav\(T 
for eighteen months. I then took the matter up with Ramsey, who was an old friend, 
and he recanted. Tht* article was. rv'-submittccl and appeared in Jime 1930. Mathe¬ 
matical demoiLstration was supplied m Deceniher 1931. Mrs. Robinson, at the sug¬ 
gestion of Piofessor E. A. G. Robinson, rechristened the “ increment of aggregate 
demand curve ” “ the marginal revenue curve This now appears in most text-books 
of economics. Mrs. Robinson gave recognition to my publication in the preface to her 
Economics of Imperfect Competition, and referred there to other economists who inde¬ 
pendently had the same idea. Study of her preface indicates that if Keynes had not 
listened so readily to Ramsey’s criticisms and the article had appeared in 1928, my 
claim to have “ invented ” this well-known tool of economics would he without 
challenge. 

* Afterwards the Bishop of Hereford, 1918-20, and Bishop of Durham, 1920-39. 
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gpot in the days before 1914. Keynes preserved the collective 
poems and collective drawings composed during the evemngs* 
Luce was a poet and a great friend during these years. Keynes 
afterwards financed the publication of his poems through Mac¬ 
millan’s. But Luce eventually followed Swithinbank eastwards 
and taught English at the University of Rangoon. 

Bekassy was an undergraduate of King’s who made a mark in 
Cambridge. After Everleigh, Keynes paid a visit to his parents, 
who lived in feudal splendour near Budapest. On the way home 
he made a stay in Vienna, which was entirely to his taste. 

In the autumn of this year we first hear of* a figure, Keynes’ 
interest in whom had far-reaching effects — Ludwig Wittgenstein, 
an Austrian philosopher of great genius. Having studied engin¬ 
eering for a period at Manchester, he came to Cambridge, where 
he was attracted to Bertrand Russell’s lectures on Mathematical 
Logic. A great friendship eventually sprang up with Russell, 
but the friendship with Keynes was in some ways more important. 
Wittgenstein had something of the waywardness of genius, and 
was not naturally inclined to follow the conventional path of an 
academic career. Keynes was fascinated. His love of the unusual 
and the exciting, his sympathetic understanding and his capacity 
for friendship came into pla)-. There was Keynes the thinker, 
the writer, the man of business, Keynes the omni-competent; 
but there was also Keynes who was the student of character in 
all its forms, the undergraduate friend of Strachey and his friends, 
with his uncanny insight and sage sympathy. He was thus able 
to have some influence on Wittgenstein in his practical life, and 
he was always his advocate. He played some part in securing 
Wittgenstein’s return to Cambridge after the First World War, 
during which he had done duty in Austria as a soldier and a school- 
tcac her. At Cambridge he became a Fellow of Trinity and eventu¬ 
ally Professor of Philosophy. He exerted a dominating influence 
over the younger generation of philosophers, and his influence even 
extended to Oxford, breaking down, from a distance, the entrench¬ 
ments of the older schools of thought there. 


J. Keynes to Duncan Grants 12th November igi2 

Wittgenstein is a most wonderful character — what I said about 
him when I saw you last is quite untrue — and extraordinarily nice. 
I like enormously to be with him. 


M 
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It was a satisfaction to Keynes to be able to settle the details 
of an allowance of £200 a year given anonymously by this new 
friend, Wittgenstein, to his old friend and philosophical mentor, 
W. E. Johnson, in order to enable the latter to cut down his teach¬ 
ing commitments and have more time for research. 

It is normal for young fellows of colleges, after finding their 
feet, to feel growing discontent with the way in which their seniors 
manage affairs. And so it was at King’s. A number of those, 
who had been elected recently, began to form a group in order 
to promote change. The principal members were F. E. Adcock, 
Charles Webster, Dillwyn Knox and A. E. Dobbs. They styled 
themselves the Young Turks, and it is even recalled that at a 
council of war held before a College meeting, one of them arrived 
masked, to underline the conspiratorial nature of the occasion. 
Keynes, who had begun to form his own opinions about the 
College finances, was glad to have the support of a semi-organised 
bloc of votes, while the group on its side welcomed the leadership 
of such an admirable spokesman. He felt that the College was 
not making the best use of its resources and that developments 
were held up through excessive conservatism. College bursars 
are apt to tuck away surpluses in order to obviate extravagant 
expenditure. 

Although the revolt seemed to be running on normal lines, 
it was pregnant with great things; for Keynes was eventually 
to revolutionise the finances of the College. In 19 ii he was 
made a member of the Estates Committee and an Elector to 
Fellowships. Matters remained on the boil for some time. The 
great explosion occurred in the autumn of 1912. Keynes moved 
three motions. One attacked the maintenance of large cash 
balances. This, although frowned upon by the authorities, was 
carried. The next asked lor a Committee to consider the integra¬ 
tion of the Kitchen, Buttery, and Combination Room departments 
in the matter of contracts and prices, and to enquire into the 
conditions of the employment of staff. ^ This loo was carried and 
Keynes was appointed to the Committee. But it was the third 
motion which really shook the College. Keynes proposed an 
increase in Fellowship dividends from 20 to ^130 a year. This 
was revolutionary indeed. It implied lack of confidence in the 
Bursar who advised the College as to the amount of Fellowship 
dividend ” that could be paid. The motion was decisively 

* Cf. his concern for the staff at the Union seven years earlier. 
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beaten, but many were left wondering what might be in store. 
The older members were not completely obdurate! At the same 
meeting Keynes was elected to “ the Council ” which in cjEFect 
governed the College. And in the following year he was made a 
member of the committee to consider a letter of resignation from 
the Bursar. It was no doubt in consequence of the agitation that 
an assistant bursar was appointed in the following year. 

Some time during the course of 1912 he began work on 
Indian Currency and Finance^ which was completed early in 1913. 
This is, by common agreement, a work of first-rate quality. 
Those who were unconvinced by his later writings, all of which 
were controversial, like to acclaim it as his best book. The scc<md 
chapter (on the Gold Exchange Standard) is of general interest, 
quite apart from the rupee problem, and has become a classic. 
The book well manifests Keynes’ characteristic powers and 
tendencies. It is the work of a theorist, giving practical applica¬ 
tion to those esoteric monetary principles which Marshall had 
expounded and Keynes was explaining in the Cambridge class¬ 
rooms, and at the same time it showed an outstanding gift for 
penetrating the secrets of how institutions actually work. His 
India Office experience and the contacts, which he had main¬ 
tained, no doubt helped him; but these would have been of no 
value without his peculiar power of insight. It also displayed 
his thoroughness in amassing all available information. 

Its main thesis was to develop the ideas in the paragraphs 
from his Royal Economic Society paper which 1 have cited. In 
this book, as in all his works, whether on domestic unemployment 
01 international monetary institutions, Keynes appears as a man 
ol expedients, full of plans for modif>dng arrangements in this 
Wciy or that, in order to produce a better result; but, unlike 
most men of expedients, he always related his projects closely to 
the fundamental theory of the subject. It was not in vain that 
he had imbibed in his early youth the late Victorian respect for 
first principles. 

In the past those who were keenly aware of the complexities 
of the economic system as a whole had tended to shun particular 
expedients and to incline towards laissez-faire, Keynes had the 
courage to go ahead, believing that despite the interlocked nature 
of the system and the ramifying effects of particular interferences, 
it was possible to make improvements. He was a currency 
expert, believing in the importance of the currency question. 
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One feels in these pages his sense that currency reform coul 4 
contribute much towards making India a happier country. And 
at the same time he had his eye upon wider questions. Might 
not Indian currency reform be an example for adoption elsewhere ? 
Although a close adherent of traditional economic theory^ he 
clearly thought that its proponents took too facile a view about 
how long-run beneficent forces operate through particular insti¬ 
tutions. Having stated certain general monetary principles they 
would then cite the detailed working of the British Money Market 
and Foreign Exchange Market, to show how these forces worked 
in practice. But Keynes — and this kind of point reappears in 
other writings — argued that the British Gold Standard worked 
as smoothly as it did, not because of the veiy nature of a gold 
standard, but because of the unique position of the London Money 
Market in the world. This has now become a commonplace, 
but it was a novelty, anyhow among monetary theorists, at the 
time. 

He was mainly concerned with advocating a gold exchange 
standard for India and similar countries. He opposed those who 
wished for a gold currency, the reactionaries, and brought to bear 
his powers of incisive argument and satire. In one passage (page 
loi) he hints that the time may not be far distant when we shall 
be ready to put something better in place of the Gc:>ld (including 
the Gold-Exchange) Standard itself. 

He negotiated with Macmillan’s for publication, at the same 
time transferring the Treatise on Probability from the Cambridge 
University Press to them. At this early period he began to work 
on lines which were afterwards to prove advantageous to him, 
by persuading Macmillan’s to share profit with him in respect 
of both the volumes, on a fifty-fifty basis. Indian Currency con¬ 
tinued to sell in good quantity for some ten years; about 4900 
copies had been sold by mid-1942, on which he realised £2^^, 
Before Probability appeared, he had, for reasons which will be 
described, gone over to a full profit basis; some 3500 copies had 
been sold by mid-1942, and no less than £^^2 realised by him. 

In the spring of 1913 came the pleasant news that his sister 
Margaret was engaged to be married to Archibald Vivian Hill, 
Fellow of Trinity College and physiologist of rising repute. In 
the Easter Vacation Keynes took an even longer journey than 
usual and went off to visit his old fritnd Robin Furness in Egypt. 

While there he received a communication of great interest. 
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A Royal Commission had been appointed to enquire into Indian 
Finance and Currency and he was invited to be its secretary. 
His time in the India Office was yielding a dividend! But there 
was one difficulty. His book had not yet appeared. Would 
its publication be prejudiced ? He telegraphed back to enquire. 
Lionel Abrahams had a proof and could show it to those concerned. 


Telegram from Sir William Holdemess to J, M- Keynes^ yd April 

Am instructed to offer you seat on Commission. This is con¬ 
sidered in view of book more suitable than secretaryship and will 
give greater scope. Hope you will accept. 

This was a great honour for a young man of twenty-nine. He 
consented to serve, and wrote to Mr. Austen Chamberlain, who 
was Chairman, to obtain an official clarification. 


Austen Chamberlain to J. M. Keynes^ 21st April 1913 

. . . The selection of the Commission w'as entirely a matter for 
Lord Crewe. He knew before he proposed your name to the King 
that you were publishing this book and told me that he had seen the 
proofs and thought that the character of the book and its subject 
were a qualification and your method of treating the subject no bar 
to your appointment. In these circumstances, you are at liberty to 
publish it. . . . It is possible that you might wish to modify a phrase 
here or there, but of this, you should be the sole Judge. 

Very civilised! 

Indian currency had been a vexed question ever since the 
world abandoned bimetallism in 1873. India left the Silver 
Standard in 1893. The Fowler Commission, the second of two 
within a decade, reported in 1899 authorities should take 

orderly steps directed towards the eventual establishment in India 
of a gold standard of the British type, with gold currency. Actually, 
things did not so work out. A somewhat different system was 
evolved, by ad hoc administrative measures adapted to meet 
particular situations as they arose. The system, thus developed, 
resembled much more closely a plan put forward to the Fowler 
Commission by Mr. A. M. Lindsay. 

There had been a serious crisis in 1907-8. There were various 
uncertainties and ambiguities in the situation and, since the Fowler 
recommendations were clearly obsolete, the time seemed ripe for 
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a. new survey. Public opinion was more interested in the sale of 
some silver by the Government of India to a well-known firm of 
bankers, which was said, without foundation, to have been given 
the business through favouritism, and even through a family 
connection. This occurred in the autumn of 1912 and was clearly 
an admirable matter for Press comment and Parliamentary 
question. It probably precipitated the appointment of a new 
Commission. 

Keynes had a twofold task. In the first place he had to convince 
the Commission of his view, already expressed in the paper to the 
Royal Economic Society and his book, that actual developments 
had been in the right direction and that the system, by now known 
as the gold exchange standard, was superior to an old-fashioned 
full gold standard. We do not know if this task was difficult; 
anyhow, it was successfully achieved. Chamberlain scrupulously 
refrained from reading Keynes’ book, except for the first two 
chapters of it, since he wished to give an unbiased lead to the 
deliberations of the Commission. Only when the trend of opinion 
had become clear did he do so. 


Austen Chamberlain to J. M. Keynes^ 12th August igi3 

I scarcely know whether to congratulate you on it or condole 
with myself! You will certainly be considered the author of the 
Commission’s report whenever that document sees the light. I arn 
amazed to see how largely the views of the Commission as disclosed 
by our informal discussions arc a mere repetition of the arguments 
and conclusions to which your study had previously led you. . . . 

Although there were difficulties ahead, the progress thus revealed 
seemed satisfactory. 

Keynes’ second task was to procure a distinct advance, llic 
possibility of doing so seemed to him to be centred upon the 
establishment of what was called a State bank. (This must not 
be taken to be synonymous with a Nationalised bank.) Mr. E. A. 
Hambro had added a note to the report of the Fowler C^lommission 
recommending this. His proposal had been favourably considered, 
both by the India Office and by the Government of India in the 
following years, but there were serious obstacles which inhibited 
action. In his annual speech to the Midland Bank, Sir Edward 
Holden, its Chairman, had reopened the question (24th January 
1913), Later The Times had a weighty article on the subject 
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(14th March 1913)* Mr. Lionel Abrahams, Keynes’ India Ojflfice 
friend and correspondent, who had been head of the financial 
department and maintained his interest in its business when he was 
promoted to be Assistant Under-Secretary, put a memorandum 
before the Commission in favour of a State bank. The Commission 
assigned to Sir Ernest Cable and Keynes the holiday task of pre¬ 
paring a draft proposal. Keynes had some consultations with 
Cable, but it seems that he did the main part of the work himself. 
He did not succeed in persuading the Commission to incorporate 
it in its report. Important witnesses had already been examined 
and it was thus too late to get their views. Some felt that a visit 
to India would be necessary, if the Commission was to give its 
authority to such a far-reaching proposal. Although this draft 
was not incorporated, it was published as an annexe, and received 
a very good blessing in the report. The Secretary of State and 
the Government of India were urged to appoint a small, expert 
committee to enquire into the matter without delay and either 
reject the proposal or put forward a concrete scheme for the 
authorities to act upon. 

This annexe by Keynes may well be deemed more interesting 
than the report itself He had to tackle some very thorny pro¬ 
blems. There was the question of the relation of the Government 
to the Bank. He was eager that the Bank should have a large 
measure of independence and envisaged its capital as private. 
But the Government was to have a part to play in making appoint¬ 
ments and an eventual share of profits, when these exceeded a 
certain amount. More difficult was the possibility of jealousy 
and friction among the three great Presidency banks and the 
Exchange banks. I'act was necessary, and Keynes showed his 
cunning. There would be difficulties if one of the Presidency 
banks (presumably the Bank of Bengal) was elevated into being the 
State bank. Keynes hit upon a scheme not unlike the projected 
Federal Reserve System; there was to be a Central Board and 
the three Presidency banks were to become the three “ head 
offices ” of the new Bank. It does not appear that Keynes looked 
to America for guidance — it was hardly a place to which one 
would look for banking wisdom at that time; there are signs 
that he made a closer study of Continental banking developments, 
— but there is a footnote pointing out the parallel with American 
proposals. The annexe was not only concerned with constitutional 
matters but also gave him scope to elaborate more fully his ideas 
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of curreocy management. He argued that in due course it would 
be desirable to develop in India a more extended money market 
and bank-rate control. 

One certainly has the sense that in this fine essay Keynes was 
thinking not only in terms of immediate exigencies, but of a system 
that would slowly grow to maturity. This bank, in its initial 
form, would merely be a starting-point. By successive stages the 
Indian economy would surely develop into a more complex and 
mature organism. What is equally striking is the moderation of 
the young enthusiast as regards the immediate benefits he claimed 
for his system. This was no crank advocating a panacea. It was as 
though he already had the wisdom acquired by long experience 
of the intractable difficulties in human relations. There was a 
certain unity about his life’s work. Here he was, just reaching 
thirty years of age, making the draft of a monetary plan that might 
be the beginning of a great advance in the development of the 
Indian economy. And there he was, thirty years later, doing 
similar work for a greater organism at Bretton Woods. 

In fact, India only achieved her central bank (Reserve Bank 
of India) after the interruption of the First World War and after 
two more Commissions had deliberated. 

Alfred Marshall to J. M. Keyne^i, yd March igi4 

I dipped in here and there, and then read the conclusions • and 
finally turned negligently to the Annexe. But that held me. I had 
had no idea you had written it. Much of it, as of the Report itself, 
deals with matters beyond my knowledge and judgment. But there 
is quite enough of it within my understanding for me to have been 
entranced by it as a prodigy of constructive work. Veiily, we old 
men will have to hang ourselves, if young people can cut their 
way so straight and with such apparent ease through such great 
difliculties. . . . 

Meanwliile, after the summer there was still heavy work to be 
done. On the day after the last evidence was given Keynes had 
dinner with the Chamberlains. 

J. M. Keynes to Mrs. Keynes, 20th December igi^ 

The Commission is very nearly finished now, and most of the 
Report is In its final form. The last three days have been about the 
most exacting to character and intellect that I have ever been 
through and I feel rather a wreck, — wishing very much that I was 
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off to the Sooth of France for an immediate holiday. Wc sat for 
seven hours a day, and one had to be drafting amendments at top 
speed and perpetually deciding within thirty seconds whether other 
people’s amendments were verbal and innocent or substantial and to 
be rejected. I must say that Austen came out of the ordeal very well, 
and I believe he may yet be Prime Minister — I don’t suppose on 
the purely intellectual score that he is any stupider than Campbell-* 
Bannerman. . . . 

Before Christmas the Commission decided that only two more 
days would be needed, and I2th and 13th January were fixed. 
Keynes went off after Christmas with Duncan Grant to slay at 
Roquebrune on the Riviera, 

J. M. Keynes to Mrs. Keynes^ jrd January igi4 

Just as 1 was to start yesterday for home I was smitten down by a 
somewhat bad attack of tonsilitis— temperature 103*’ and so forth. 
I am being very kindly nursed by Mrs. Rendel, Madame Bussy’s 
sister. To-day I had a French doctor from Mentone who describes 
it as a bad “ quinsy ” but certainly nothing worse and thinks I may 
be able to travel in five days. ... I feel very miserable but the 
disease is going its normal course. It is particularly annoying because 
I am missing the final sittings of my Commission. 

But it was something worse. It was diphtheria. He was sorely 
ill, the more so no doubt for the wrong diagnosis at the outset. 
The truth was in due course discovered, he was given the anti¬ 
toxin and removed to a nursing-home at Mentone. His mother 
went out to him. It was a critical moment. 

On the Agenda for 12th/13th January were certain amend¬ 
ments over the names of R. W. Gillan and Keynes for making 
the note-issue more elastic. They hoped, even without a central 
bank, to introduce a little management in place of the pure 
automatisms of the existing system. The proposals, as stated by 
Gillan, seemed to the Commission to be somewhat obscure, and 
too complicated. It would not accept them. 

Various members wrote to Keynes expressing sympathy and 
regret that he was not at these last meetings. His guidance had 
been much missed. It was unfortunate that his proposals had not 
been accepted, but they seemed too complicated. Even Gillan 
seemed doubtful in the face of the arguments of the other side. 
There evidently was a feeling that Keynes would be distrcwssed. 
He wrote to enquire if there could not be another meeting. But 
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this was deemed to be altogether out of the question* The members 
were dispersed. It would not be possible to get more than two or 
three together. Austen Chamberlain wrote to him to express the 
hope that he would not feel obliged to add a minute of dissent. 
After all, the report so largely embodied his views; he had had 
great success; it would be a pity to spoil the unanimity (save 
for H. Begbie, who wrote a note in favour of a gold currency), 
on a comparatively minor point. It was taken for granted that 
Keynes would either add a note of dissent or acquiesce. 

But that was not his way. Gathering together what remained 
of his strength after his severe illness, he penned a note of such 
consummate cogency that, despite the lack of another meeting, 
Chamberlain felt it necessary to authorise various changes. 

The currency reserve requirements were exceedingly compli¬ 
cated, relating as they did to more than one reserve fund, and it 
would be needless to ask the reader to re-enter the old ground of 
debate. None the less, Keynes’ note is such a good early example 
of his polemic style that it may be appropriate to quote an extract 
from it. 

The Commission have retained without alteration a preamble 
(enlarging on the benefits and the need of elasticity) and a summary 
of advantages to be obtained from their proposals (paragraph 114), 
which were written for quite a different scheme. With reference to 
this previous scheme these passages were relevant and truthful; but 
with reference to the new scheme they are, in my op>inion, neither the 
one nor the other. If the Commission believe that the disadvantages 
referred to in paragraph 105 can be curt^d, or the benefits (2) and (3) 
of paragraph 114 can be obtained, at any rate for some years to 
come, from the scheme they arc now recommending, they are un¬ 
questionably deceived. If, as I presume, they only accpiiesced in this 
scheme in the belief that advantages (2) and (3) would really accrue 
from it, they ought to reconsider the matter. The recommendations 
as they now stand arc of a spurious character. They toy with the idea 
of temporary loans, even suggest to the ordinary reader that they 
encourage them, and do this only to deceive. This make-believe 
element in them is open, I think, to criticism of an exc eedingly 
damaging kind. 

He proceeded to substantiate his case. Chamberlain could not 
hold out against this sort of thing! And so changes were made 
and the story ended happily. 

The early months of 1914 were now beginning to slip by. 
Keynes, professing to be well although not fully recovered, was 
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back at his heavy duties in Cambridge (which he had had to 
sustain during the sittings of the Commission also). What was 
to be the next call upon his powers ? 

His contacts with his old friends had been maintained. Note 
must be taken of a more recent friend, Lady OUoline Morrell, 
niece of the Duke of Portland. She had a lovely house, Garsington 
Manor, near Oxford; an early Tudor stone frontage stood at 
the end of banks of clipped yew, which overtopped the house; ^ 
beyond were descending terraces, a rectangular stone pond with 
baroque sculptures and a wide view of southern Oxfordshire. It 
was a small house, furnished by Lady Ottoline with exquisite 
taste, and adorned with John drawings and other choice works. 
It was a favourite haunt of the talented youth of Oxford — poets 
and others interested in all things artistic. She was herself a lady 
of great presence, tall, with a certain aquiline beauty, her face 
heavily made up, not always skilfully, her clothes striking, not of 
the peiiod — sometimes a crinoline and a large straw hat with 
ribbons. She was seen — in the days when motors had entirely 
displaced horse-drawn carriages — driving about Oxford next her 
husband, perched high on a gig. She spoke with a protracted 
drawl, which seemed to emerge from a far remote recess of nose 
or throat. Behind these eccentricities she had a certain flair for 
delecting and encouraging early genius and a quality of mind 
which made intelligent men of various types enjoy conversation 
with her. It was not only the clever undergraduates who went 
to Garsington. Famous poets and other distinguished men were 
constantly in the house. They felt happy there. She had some 
of the attributes of those great French ladies who conducted a 
salon. Bertrand Russell was a close friend. It is even hinted that 
Lytton Strachey may have had some romantic feeling for her. 
She also had at this time a house in Bedford Square, which after¬ 
wards became the London residence of the Asquiths. 

J. M, Keynes to Airs, Keynes^ 2nd July igi4 

Tonight I am to go to a small dinner party at Lady Ottoline 
MorrelFs to meet the Prime Minister.^ She thinks it is time he 
broke out in a new^ direction and is asking no one but a few of my 
so-called “ Bloomsbury set! ” Duncan was at a party at Downing 
Street last night! But I am afraid he won’t like us much. . . . 

* Thrsf have since been cut down to a lower level. 

^ Mr. H. H. Asquith (afterwards Lord Oxford and Asquith), 
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O N the 22xid of February 1904 Leslie Stephen, illustrious 
I Victorian man of letters, died, leaving four children by 
his second wife, Thoby, Adrian, Vanessa and Virginia. 
Stephen’s contributions to thought and literary criticism arc 
adequately recorded in history and lie outside our purview. We 
may notice, however, that early in life he had, like Sidgwick, 
resigned his tutorship at Trinity Hall, Cambridge, on grounds of 
religious disbelief; and he was much engaged during his career 
in championing the cause of agnosticism. Although there were 
many eminent agnostics at that epoch, none the less the mainten¬ 
ance of one’s position as such appears to have imposed a certain 
strain. We have seen Maynard’s impatience with Sidgwick’s 
lifelong anxieties. The easy eighteenth-century scepticism of Hume 
and Gibbon seemed no longer possible, owing, perhaps, to the 
waves of religious revival that had swept over England from 
Wesley onwards. As a counterweight to their unorthodoxy, the 
free-thinkers seemed to need to build up defences; if one was an 
agnostic, it was difficult to be just an ordinary simple person ; 
one had to be especially high-minded and moral. 

Stephen had known many of the great thinkers of the Victorian 
age; there had been an element of intellectual excitement and 
ferment. Inevitably, as he grew older, the ferment died away, 
while he retained his position as an eminent, respected and impor¬ 
tant phUosophe. Living must proceed; the movements of a Vic¬ 
torian household were somewhat starched; the thrill of old 
battles no doubt remained in Stephen’s memories, but there was 
not much in what still went on in his house to provide intellectual 
excitement for the young people. The great men were dead, 
settled in the country, or themselves becoming a little starched. 

The Stephen boys had their own careers and friends, but what 
of the young ladies ? No doubt theycame out ” and had parties 
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and balls, but these may not have been more interesting than the 
ordinary round of conventional Victorian society* Something of 
the atmosphere of this home is represented in Virginia Woolf’s 
novel, Might and Day. 

Stephen’s second wife, mother of the four children, predeceased 
him by nine years. So there fell to the daughters housekeeping 
duties, which may have been sufficiently onerous. They were 
then entering upon their twenties, their minds alert and their 
imaginations seeking greater scope. Towards the end Stephen 
became very deaf, and in his last two years was ill with cancer. 

When he died, the old house, 22 Hyde Park Gate, at the end 
of a cul-de-sac leading from Kensington Gore, was given up, 
and the four young people set up house at 46 Gordon Square (in 
which I am now writing these pages). Freedom had been found. 
At first the pattern of life may not have changed very much. 
Stephen’s old friends found their way to the new establishment 
in Bloomsbury. Thoby had already been bringing his college 
friends to Hyde Park Gate, and their visits continued. Gradually 
the scene began to change, but theic were interruptions. In 1905 
Viiginia had one of those periods of menial sickness, whose later 
renewal the selfless vigilance of her husband did so much to avert 
or mitigate. The trouble passed away, and the whole family 
decided in 1906 to take a holiday in Greece, for recovery and 
enjoyment. lafe revived under the influence of the sun, the 
beauties of Greece, and their adv'^entures. 

But, alas, the shadow fell again. Thoby caught typhoid fever, 
from which he did not recover. Thoby! Handsome, gifted, 
winning, idolised by a group of the most brilliant youth of Cam¬ 
bridge, entirely unspoilt, taking all admiration with unselfcon- 
scious gracefulness, a man of affairs, one who might make a great 
mark in the world. He would have been in touch with the ideas 
of his clever friends, and his common sense and balance might 
have carried them forward into the world of high politics. His 
name deserves to be remembered, along with those others which 
appeared on a lengthening list eight years later, as one who might 
have contributed to the better guidance of Britain’s affairs. Weep 
no more, yc woeful shepherds. 

Early next year a pleasant event o9Curred, in the marriage of 
Vanessa to one of Thoby’s best friends at Trinity, Mr. Clive Bell, 
The married couple took over 46 Gordon Square, while Adrian 
and Virginia moved to 29 Fitzroy Square. And so now there were 
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two establishments. Would the pulse of life begin to quicken 
after these times of trouble ? Clive and Vanessa made a resolution 
that they would devote themselves solely to their work, Clive to 
his writing and Vanessa to her painting. Very soon, however, 
these two houses became focal points in a grouping of talented 
people who were to play a significant part in the cultural develop¬ 
ment of London at this time. 

Chelsea is the name of a London postal district. It also has a 
connotation. Certain famous painters have had their studios there, 
a multitude of art students have lived there, and been seen in the 
streets clad unconventionally in a way that struck spectators more 
forcibly in the early years of the century than it would now. Thus 
Chelsea means essentially a place of art and of art students. The 
annual “ Chelsea Arts Ball ” has nation-wide celebrity. 

Bloomsbury also had a connotation, but this was of a different 
kind. For a number of years, if one used the word “ Blooms¬ 
bury ”, otherwise than as a postal address, one referred to a 
particular group of people. Lexicographers may have their 
qualms. The question turns on the consequence of the group 
and on how wide is the currency of (he designation used with 
specific reference to it. 

The difference between Chelsea and Bloomsbuiy was that the 
former referred to general qualities while the latter referred to 
particular people and through them to their point of view. One 
could live in the middle of Bloomsbury and yet say that one w'as 
very anti-Bloomsbury." 

Who were the.se people? In this matter of definition an ele¬ 
ment of snobbery may enter in. Some purists who refined and 
refined — “X was not quite Bloomsbury because he lac ked one 
quality, nor Y because he lacked another ” — and who excluded 

* This matter is of some importance tor the future student oi Keyius’ opimoiis 
Recently the word Bloomsbury has come to be used in a very loose sense, quite un¬ 
connected with that defined in the text. I or convenience I will call the latter its 
“original’’ sense. It has been used ^or ill-defined gioups of young mtellctluaU 
There is danger of confusion, because this secondary use would not liavc arisen but foi 
the prior existence of the “ original ” Bloomsbury. Kt>nes was a member of tlw 
“ original ” Bloomsbury, and is rightly believed to have shared many of its views 
But he had no connection with this secondary Bloomsbury, and future students must 
beware of altribulmg to him views stated m current literature to be held by it. 1 may 
cite as examples a reference on page 28 of Professor Jewkes’s notable book, entitled 
Ordeal by Planmng, and an interesting leading article in The Times Literary Supplement of 
17th July 1948. In neither case can I find any connection between the views and 
characteristics described as belonging to Bloomsbury and those of the “ original ” 
Bloomsbury. 
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brothers, sisters, husbands, wives, might reduce the membership 
so much that the number could be counted upon the fingers of 
one hand. Taking a more generous view, taking account of those 
who were on terms of close intimacy with the leading members 
of Bloomsbury at some time or other within the period from 
1907 to 1930 and who partook of their general way of life, one 
might reach some such figure as twenty or thirty. One could 
certainly cast the net wider, and by accepting others, who might 
not have been intimate friends, but who acknowledged the leader¬ 
ship, were in some respects of the same way of thinking, and spoke 
with a “ Bloomsbury voice ”, one could reach a much larger 
number. However the argument may go, no one could deny 
that the Misses Stephen were part of the central core of Blooms¬ 
bury. How did it happen that they became such important 
figures in an intellectual group ? 

There may have been qualities w^hich came by heredity and 
upbringing. There was Stephen’s free-thinking and there was 
the distinguished social position which he achieved in the Vic¬ 
torian period. Thus on the one hand there were the germs of 
rebellion, which might sprout into a new kind of free-thinking and 
a new^ kind of* intellectual ferment. On the other hand there were 
the traditions of society, which imply certain amenities that are 
necessary, if a circle is to be held together in harmony, however 
unconventional and Bohemian that circle may seek to be. 

In their own persons, they were beautiful and clever and had 
also a sense of fun and liveliness. They were very individual 
people, with complex characters which it was a pleasure to their 
clever men friends to unravel. Furthermore they had a particular 
quality which differentiated them from the majority of their sex 
and was essential for the purpose in hand intellectual coolness. 
(One need not imply that in most women the absence of this 
trait is a deficiency ; this turns on the function they are destined 
to perform.) With Virginia and Vanessa all the subjects under 
the sun could be equably discussed, all opinions, howwer out¬ 
rageous, quietly assessed. The men w^ho frequented their society 
knew that they were in no danger of hearing those rising, strident 
tones of emotion which must destroy good talk. They had no 
tendency, as an argument took this turn or that, to read into its 
bearing an affront to their class, their set, their sex, or themselves. 

Another great asset was that there were two ladies with these 
notable attributes; and, already by 1907, there were two centres. 
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Out lady may by her outstanding attainments draw around her 
a circle of people; that is a salon ; it is the Hotel de Rambouillct* 
But if there arc two centres, they may form the nucleus of a social 
group. 

It may be thought that the characteristics enumerated were 
not enough by themselves, English society contains many clever, 
levcl*hcaded, witty women, who are good talkers and good friends, 
who have drawn around them a circle for a time, but none the 
less have not gone so far as to become the centre of an interesting 
community, have lost their friends with the passage of the years, 
arc known to be interesting and delightful people, but in the long 
run become more or less isolated figures, seeing their friends 
occasionally and giving pleasure, but living rather lonely lives. 
Were the qualities that I have mentioned sufficient ingredients 
for the creation of a social nucleus ? 

The fact of the matter is that there was a third leading figure, 
who lived at home, with no independent establishment in London, 
one with tremendous resources of inner vitality, with a point of 
view to assert, with absurd mockery always lurking and awaiting 
its moment, with a zest for life and friendship, exclusive in the 
highest degree, cruelly crushing to alien intruders, galvanic, 
temperamental, dominating, even terrific. This w^as Lytton 
Strachey. By a most happy harmony the Misses Stephen and 
Lytton Strachey, whose families had been on cordial terms and 
had had common friends among distinguished Victorians,* found 
themselves in great sympathy on many matters of discourse, 
serious or gay. Between them, these three sufficed to make the 
coterie. 

It was a piece of the greatest good luck for Strachey, Wc have 
seen how much the Society and his group of Trinity friends 
meant to him at Cambridge, and how he tended to remain there 
after his proper period. These friends had lived together, pooling 
their ideas, impressions and experiences, building up a community 
of taste and of philosophy, and sharing their private jokes, whose 
meaning depended on their common experiences. It is very rare 
for such groups, formed at a University, to hold together. There 
some young men may seem to themselves to have constructed, 
out of the views they share on life and on art and out of their 

* Lady Ritchie, a daughter of Thackeiay (Aunt Annie), was Stephen’s. s.ibter-m* 
law by his fust marriage She was an intimate friend of Lady Strachey, and ]amc8’i» 
godmother. 
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common idioms and interpretations, durable, spiritual habitations, 
in which they will be able to meet together for the rest of their 
days. They are but summer-houses, destined to be deserted and 
to fall into rapid disrepair. The man, when he has to face the 
battle of life, usually finds that he has to advance alone. He is 
always tending to fall away from his friends, to be pushed about 
hither and tliither, moving in and out of different circles, in 
accordance with his shifting interests and fortune. Then, if he 
marries, it is the wife who builds anew for liim, decides what is 
to be done, who is to be seen and what the pattern of life is to be. 
He may pay a \nsit to his old college, he may attend an annual 
reunion of his friends, reviving the old anecdotes, rehearsing the 
old jokes, living in the old atmosphere for a pleasant evening; 
but it is all a mere echo; the next day’s work will go forward as 
usual. 

With Lytton it was to be different. In Vanessa and Virginia 
he found two women who were Apostles to the finger-tips — no 
less so for having had no university education. With their aid 
the old summer-houses could be kept in being, and enlarged into 
great mansions, into palaces. The old thoughts could continue 
to flow, the new impressions be shared and the jokes kept green 
and living. 

To these we must add Uuncan Grant. lie was an important 
element. It may well be that he was a necessary element, not 
only on account of those qualities which had made him so 
much beloved, but on account of his steady intelligence and 
balanced judgment. After all, Strachey often let his imagination 
run away with him, adopting extreme and untenable positions, 
Duncan Grant had the brains to understand him, but could 
maintain his own view. He had the painter’s intelligence, which 
has a peculiar quality of Icvel-hcadedness. For an imaginative 
writer, a new idea, albeit fundamentally unsound and in fact false, 
may none the less have some ingredient which will be an indis¬ 
pensable aid to the work of creation. For the time being and 
provisionally, he must cling to it, and assert it. But the painter 
creates with his brush. In the world of ideas he has no axe to 
grind. And he can thus preserve his balance. 

With these aids Strachey was to be able to keep his community 
alive. It was by a further piece of good fortune that the two 
young ladicis elected to marry two of his intimate friends from 
Trinity. We have seen already Vanessa marrying Mr. Clive Bell. 

N 



170 JOHN MAYNARD KEYNES t*9oM5 

Six years later Virginia married Mr. Leonard Woolf, after his 
return from Ceylon. Thus the Trinity parly was kept together, 
gaining strength from its new adherents. 

When Maynard returned to Cambridge he retained a London 
pied-d-terre in Bel grave Road; a year later he took rooms in 
Fitzroy Square with Duncan Grant. In 1911 he made a change, 
taking a share in a house at 38 Brunswick Square, his fellow- 
tenants being Adrian and Virginia Stephen, Duncan Grant and, 
on his return from Ceylon, Leonard Woolf. (When Leonard and 
Virginia married in 1913 they went off'to Clifford’s Inn.) The 
act of leaving London for Cambridge made the whole question 
of London much moie important to Maynard. When residing 
there he had been busy at the office and with his pen ; the whole 
future lay before him. But when the future lay in Cambridge, 
he had to be careful not to let his connections with London decay. 
In due course, sharing houses, sometimes here, sometimes there, 
he became a member of the Bloomsbury famil)/. lie lived as a 
bachelor in college for pait of the time ; but Bloomsbury was in a 
very real sense his home, piovidiiig the feminine interest and the 
human interest wdiich were the background of his daily work. 

The question has been raised whether he can be considered 
as part of the innermost circle of Bloomsbury. Some high authori¬ 
ties would like to raise a doubt and stress ccitain differences. 
There were inevitably ceitain differences. Most of the others were 
devoting their lives to writing 01 to some form of aitistic endeavour. 
Maynard was a doii; his work in economics was more in the 
nature of science than of literature; in due course he ber arne a 
man of business; and in part of the period he was in public life. 
The nature of the influence he stiove to exert implied a difference 
in outlook. His friends sought to influence the woild — in so far 
as they could be said to do that at all — through the perfection 
of their artistic achievement. He s^bught to exert a more direct 
influence, namely by persuasion and personal intervention. Thus 
his life was bound to be moic littered up with the transaction of 
business and he had at times fairly close contacts with the great, 
whom Bloomsbury despised. In no other way could he have 
achieved his object. 

What is so remarkable is that, despite the pressute of woildly 
interests which were the interests inherent in his profession, he 
preserved his inner self so untainted that he was always welcomed 
by the Bloomsbury friends as one of themselves. They felt that 
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at heart he was their unqualified supporter. And so indeed he was. 
There is no doubt that in his own mind he believed that the work 
and the personalities of these friends mattered more than the 
eminent and famous persons with whom he came in contact. It 
was the friends who provided him with the specific image of what 
is meant by the idea of a good life. And it was their good opinion 
of him that he valued most. 

It must not be supposed that there was a self-conscious attempt 
to form a group or that its members wished to be known by a 
collective name. The group grew up naturally and spontaneously. 
In the early days there were a number of young people, who were 
on friendly terms with the others; some of these eventually 
drifted away, and new friends were added. It turned out that 
a certain number desired to remain intimate and maintained 
continuous contact for a long period. With the passage of years 
these friendships became deep-rooted. To the emotional sym¬ 
pathy, which is present at the inception of a deep friendship, 
there was added something less usual, namely, the growing 
familiarity of daily intercourse, so that the fiiends became almoH 
a family or clan. 

What were the leading cliaracteristics of this group ? It would 
be beyond the scope of tliis volume to attempt a full analysis, 
Theie is no authoritative record, and it is to be feared that there 
may never be one; the student ol this episode in the hisloiy of 
British culture will have to glean his information fiom bits and 
pieces. A few fragmentary notes must suffice in this place. They 
are necessary^ since what so filled the mind of Keynes and 
furnished forth his idea of the kind of society which it was the 
economist's task to make possible must be of relevance to his 
history and to his economics. 

As philosophical background, G. E. Mooie's theories were 
translated from Cambridge to London and became de ngueur in 
Bloomsbury. The supreme values of life were the states of con¬ 
sciousness involved in human relations and in the appreciation 
of beauty. In a certain sense it may be said that Bloomsbury 
was a prolongation in London of that phase in the life of “ the 
Society ” which was reached in the years immediately following 
1900. 

At Cambridge Stiachey had laid an emphasis, unusual at a 
university, on the importance of the visual arts, in this ably 
supported by Clive Bell. This doctrine remained a central 
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one. Maynard was infected by the enthusiasm, and, in due course, 
became a buyer of pictures as well as books. His flair for the 
subject is testified by the value of his collection of modern pictures 
(;^30,ooo at his death), which he bought, for the most part, at 
very modest prices. Some hold, perhaps correctly, that his 
success in this field was due to some uncanny extension of his 
intellectual power into the woild of aesthetics, and that he was 
never deeply moved by visual, as he undoubtedly was by literary, 
beauty. Strachey, indeed, is said to have remarked when in a 
peevish mood, What irritates me so about Pozzo ^ is that he 
has no aesthetic sense Whatever may be the true view about 
his independent aesthetic judgment, there is no doubt that he 
shared the sentiment that the painter and the sculptor should be 
the most highly honoured among men. It must be mentioned that 
Roger Fry was from early da\s a great friend. 

Much had been done, before Bloomsbury, to redeem English 
society from the deep philistinism of the mid-Victorian period. 
Indeed movement succeeded movement. Bloomsbury in turn 
made its contribution, notably at the period of the fiist French 
post-lmpressionist Exhibition in London, towards the wider 
education ol public opinion. We shall see that later in his life 
Maynard endcavoureci to cany this education further, by devising 
practical arrangements for making modern work belter known to 
the geneial public. 

Then thcie was the other ultimate good defined b\ G. E. 
Moore, the good to be found in personal lelatious. This raises 
wide questions. Conclusions might be ieach(*d which distui bed age- 
old moral conventions and codes. Leslie Stephen i aised the banner 
of agnosticism concerning the date of the cication of the world. 
If the Misses Stephen disiTgarded established codes of ever) day 
behaviour, this would be a revolution even more significant for 
ordinary people. They loo would become pioneers in their day, 
no longer the daughters of the veteran rebel, going to conven¬ 
tional dances, but lebels on their own account, leaders in a new 
movement for emancipation. 

It may well be said that Bloomsbury was but an eddy in a 
mighty stream carrying world-wide opinion far from the tenets 

* For many years m Bloomsbury Keynes was familiarly known by the name P0//0, 
having been so christened by Strachey after the Corsican diplomat, Pozzo di Borgo 
— not a diplomat of evil motive or base condut t, but certainly a s( hemer and man of 
manv facets 
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of the Victorian era. None the less it had its specific character¬ 
istics. The first answer of many, in reply to the question who in 
England had been most responsible for a change of sentiment in 
these matters, would be Mr. George Bernard Shaw. There is, 
however, considerable difference between his tone and temper 
on these subjects and that of Bloomsbury. The lessons to which 
the writings of Shaw appeared *— to the young in the early years of 
this century — to point were that the Victorian codes were harsh 
and brutal and replete with hypocrisy, and that, if we brushed those 
cobwebs away, natural instinct, which was sound and healthy, 
could be trusted to secure the right arrangements. Shaw in this, 
as in other matters, seems to suggest that the final answer to these 
vexed questions is really simple and under our noses. If only 
we would all think with the clarity and boldness with which he 
seems to write, our affairs would fall into proper shape. 

Bloomsbury cordially agreed that the Victorian codes were 
harsh and brutal and replete with hypocrisy, and that the 
cobwebs must be brushed away. But the answer did not seem 
so simple. When one examines with integrity and disinterested¬ 
ness the phenomenon of love, taking Nature as wc actually find 
her, wc shall discover many curious and unexpected deviations, 
many twists and quirks. Nature must be examined fearlessly, 
without prejudice or inhibition. The human heart will be found 
to have many strange complexities. Bloomsbury would not 
presume to think that the problems were simple or that the solu¬ 
tions could be written into a modern text-book. Rather they 
felt that they were on the eve of a great awakening. But much 
would have to be thought, much tried, much experienced, before 
we should understand how to arrange affairs so that human 
relations could be harmonious and happy, and fulfil Moore's ideal 
of the good. 

The debate wdiich proceeded in this society, over the years, 
covered many matters which it was unusual at that time for women 
to discuss, matters that are dealt with in treatises on psycho¬ 
analysis. They w^erc not discussed in the language of the clinic, 
but in the language of humanity and charily. Science might 
take many ages before it reached precise conclusions or formulated 
them in an intelligible way. Meanwhile these were human 
problems, demanding an answer if we were to advance to a better 
way of life. They were discussed in a spirit of humanity and 
charity, but also, when the occasion was suitable, in one of levity 
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and frivolity. This was a very important point. In problems 
concerning sexual impulses, whether straightforward or abnormal, 
one was not likely to reach a sane and balanced judgment if 
the discussion was always in hushed tones and with solemn faces. 
What this subject needed, above all others, was far greater frankness 
and sincerity. And if the ice was really to be broken, laughter 
and jest must be introduced into the consideration of the matter. 
In politics or business it would be obvious enough that one could 
not achieve a realistic view of what was happening if one was 
debarred from discussing principles or acts save in terms of re¬ 
spectful solemnity. Fun and ridicule must be allowed to play their 
part in the analysis of the motives or characters or doings of the 
principal actors; otherwise political discussion would remain at 
an unrealistic and those who discussed them would have a 

sense of servitude. And so in these questions of sex. 

At that time there were many who were shocked at these 
^proceedings. But in this matter of being sho( ked it is expedient 
/ to demand the credentials of those who are shocked and of those 
at whom they are shocked. I suggest that there did not exist in 
England at that time any persons who had a moral claim to be 
shocked at the discussions in which these ladies thought fit to 
engage. Since this is but an opinion, it is proper to bring as 
evidence to the court of posterity the w^ritings of Virginia Woolf. 
These contain passages showing the finest delicacy and sensitivity, 
deep psychology, great humanity. I suggest that the opposition 
will not be able to bring forward contemporary writings of greater 
spiritual quality, wdiether from pens of reverend persons, pro¬ 
fessors, philosophers or any other class of society, which would 
entitle their authors to censuie the conversation of the author of 
The Waves ; and w^hat applies to Virginia applies to her sister also. 

It may be that these controversies aie dead and done with 
now, and that all these problems are freely and openly discussed, 
save, perhaps, in some very restricted circles. Has the Bloomsbury 
point of view in fact triumphed ? The matter is not so certain. 
It may be that in the last resort what is important is not merely 
that certain matters shall be discussed fearlessly, but also the 
quality of mind and intention that is brought to the discussion, 
the high elevation of Moore, oi the great tradition of “ the 
Society Has true emancipation even triumphed in what might 
be called highbrow^ ’’ circles ? One may go to a party of a 
younger generation in London, On the walls are pictures by 
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Duncan Grant, Matisse, Chagall, on the tables books from the 
press embodying the current creative effort. /The setting seems 
similar. And what of the conversation ? Yes; these problems of 
human relations are being discussed in a spirit of frankness; the 
Blomsbury emancipation has held its ground. But listen again. 
What is being said sounds, surely, very crude and callow. Surely 
one ought not to be allowed to say such things in public. One 
may imagine at this party a young man fresh from school, mature 
beyond his years, with his secret experiences and visions. He may 
resolve that when he goes to Cambridge, or it may be to Oxford, 
he will found a society whose main principle shall be that the 
tender and delicate affairs of the heart shall only be allowed, by a 
strict convention, to be discussed with a sole confidant, and that 
all this crude gossip and unfeeling comment should be most 
strictly ostracised. If such a man got, Strachey-wise, astride 
public opinion in the university, and later in a wider circle, the 
wheel might cornc full circle back to the Victorian conventions. . . . 
The situation is perhaps not quite so parlous. The steady progress 
of professional psychology is a safeguard. 

But there is another point that strikes us when we ask 
whether the hunuiiiising influence of the Bloomsbury coterie is 
being more widely diffused in our society. If circumstances rivet 
the attention of thinking people upon the problems of Hitler, 
atomic warfare or the Police State, will they find a residue of 
jjitellectual energy to direct towards the problems of personal 
relationships ? Do not these aspirations require those old pre¬ 
suppositions of Harvey Road — a stable British Empire and assured 
material progress ? May we have to face a period in which civil¬ 
isation slips back for a while, and the deeper human questions 
which intoxicated the mind of young Bloomsbury are neglected ? 
Yet in the long run that period too will pass. It is a misfortune 
that the thoughts of these friends have not been better recorded 
for the consideration of coming generations. 

Bloomsbury was something more than a discussion group, 
conducting its deliberations over a number of years. It also set 
out to achieve a way of life. The Cambridge ideals of unworldli- 
ncss, pursuit of truth and other absolute values, were carried 
forward, and the group of friends attempted, in ways admittedly 
imperfect, to pursue them. In the past, idealists have gone forth 
to outlandish places to establish communities based on the 
principles of Robert Owen, Fourier, etc. Here was a village 




184 JOHN MAYNARD KEYNES 

community, living in our midst, using the same shops, post-offices, 
omnibuses as other people. It was sustained, no doubt, by certain 
elements of unearned income, and Maynard’s un-Apostolic activi¬ 
ties in financial speculation often led to his purchase of an object 
of visual art at a convenient moment* Bloomsbury would not 
presume to be proud of this achievement and was conscious of 
its own imperfections as well as those of the wider society within 
which it lived. Despite all these imperfections, it remained an 
experiment very sincere in its intentions, which is worthy of study 
as an episode in the history of culture. 

The Waves gives a picture of certain elements of Bloomsbury. 
It is also coloured by the very individual personality of the author¬ 
ess ; and it is suffused with a certain melancholy. Bloomsbury 
consisted of sensitive people, who had their fair share of sadness 
and distress. But in its social aspect the keynote of Bloomsbury 
was its perpetual gaiety. How could it be otherwise, with Lytton 
Strachey setting the pace? Maynard’s sparkling spirits and his 
impishness made their contribution. He might go forth into the 
grave world of high finance and politics; but he came back full 
of stories of how ludicrously and comically people were behaving, 
often parodying them, and exaggerating shamclessl). And tlie 
others too, plying their daily affairs, returned to the fold full of 
absurd anecdotes. If one listened to Bloomsbury comersation, 
one envied these people for finding in the course of wh<it might 
seem to be a dull day’s wwk so many incidents, which were 
fantastic in the telling. ^Vhy w^as one’s own life not filled with 
diverting interludes of this kind? They had the seeing eye. 
Furthermore, if one rejects the prc’^uppositions upon which 
ordinary people talk and act, and puts in their place other, per¬ 
haps juster, presuppositions, that serves to make ordinary savings 
and doings seem highly ridiculous. It was impossible to be bored 
for a moment in Bloomsbury society. Each utterance w^as pointed. 

The Bloomsbury voice was a distinct contribution. It was 
based on Lytton Strachey’s, consisting not so much in a special 
pronunciation of w^ords as in the cadences of sentences. These 
cadences could be used to express implications, additional to the 
formal meaning of the sentences. Many distinguished persons 
adopted these mannerisms, probably without knowing it. They 
were infectious. Maynard alone, among the men in the inner 
circle, was altogether immune; his soft, distinctive manner of 
speech remained unchanged from early years. 
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The voice was emphatic, but restrained. Certain syllables, 
or even letters, were rather strongly stressed, but not at all in 
the manner of a drawl. The presupposition of the cadence was 
that everything one said mattered. Emphasis had to be applied. 
In a subtle way this maintained the standard of conversation. 
For if one was on the verge of uttering something silly or flat, 
one perceived in advance that it would not bear the emphasis 
that the Bloomsbury manner required, and so it would be left 
unsaid, to the benefit of all. 

The cadence was a trick by which one could produce various 
effects. A favourite word was really In ordinary speech 
the stress is on the first two vowels. In Bloomsbury speech it fell 
upon the IPs, which were rolled luxuriously and followed by a 
sharp diminuendo. A stranger might utter a bromide. Really ’’ 
— %vith great interest and surprise. The stranger felt flattered 
at the interest taken. These (lever people evidently paid special 
attention to everything that was said. It was nice to have this 
considerate reception. After all, what he had said had not been 
so particularly interesting. But why the surprise? Surely his 
remark had expressed quite a commonplace truth. Its truth could 
not presumably be questioned. Bnt wait! Could it be? Was it 
conceivable that these clever people took a different view ? Was 
it really true? Then an abyss would open. Pausing to reflect, 
he realised that this old truism was in fact a piece of consummate 
balderdash. He had been horribly crushed bv one word. 

Another trick could be played with this ''really'h A philis¬ 
tine might say that X ‘Miked"', “was fond of"’, or “was 
devoted to ” Y, meaning little more than that if X and Y were 
placed next to one another at a dinner-party, they would get on 
very well t(jgether. He was confronted with “ Really ”, spoken 
again with great interest and surprise, the implication being that 
his harmless words referred to a scandalous intrigue or to a desper¬ 
ate and forlorn love. There were two distinct “ nallys ” in this 
connection; one with a rising note on the “. . all suggested 
that it was delightful news that a friend should be involved in 
this happy affair; the other, with a diminuendo on the. all 
suggested disgust. This might be a mere tease. Or it might be a 
joke, if the idea of these two people being in love with one another 
was particularly incongruous. Or there might be a more subtle 
implication. Bloomsbury was deeply interested in all questions 
of love and wished to make it plain that in their view, if one could 
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apply such a word as devotion ’’ to X’s attitude towards Y, 
that was a matter which must be taken seriously and had weighty 
implications. They were determined to maintain a heightened 
interest in human beings, and sustain an active-minded comment¬ 
ary ; they were not content to have dry, colourless words applied 
to the motions of the heart; if people were so dull as to have no 
deep feelings, then at least these should be attributed to them. 

2 

Some reference should be made to the achievements of the 
group. One may cite examples, without claiming to provide an 
exhaustive list. Although Keynes drew spiritual sustenance from 
these friends, the main part of his work has, ol‘ course, quite 
different sources of inspiration. There are occasional traces ol' 
Bloomsbury influenc e in points of style and illustration. Monsieur 
Etienne Mantoux, whose criticism of Keynes will be discussed in the 
proper place, accuses him of dragging into his Economic Consequences 
of the Peace (1919) a mention of Freud in order to titillate the 
reader by this reference to a recent finding of psychology. The 
criticism is extremely wide of the mark. The kind of analysis 
which Keynes gives of President Wilson’s character had been 
common form in his discussions with his friends for more than a 
dozen years. Of greater importance was his persistent tendency 
to ridicule those in authority. This was in part a native strain, 
but we may believe that it was encouraged — some may think 
unduly — by the persistently mocking vein of those among whom 
he spent his happiest hours. And then there w^as that \ision of 
the good life, which animated his endeavours, of which his readers 
catch glimpses all through his works. 

The achievements of those whose names I have mentioned are 
well known — Lytton Strachey, Virginia Woolf, Vanessa Bell, 
Duncan Grant, Clive Bell, Leonard WooLf, Roger Fry. To these 
we must add E. M. Forster and David (Bunny) Garnett. The 
latter was younger than the others; he became an intimate and 
devoted friend of them all, and of Maynard in particular. When 
the group was established, containing so many whom Lowes 
Dickinson had known as undergraduates, he was inevitably in 
some sense of it. Sheppard retained his links. There was another 
younger member, whose work may possibly survive that of all 
the others ~ Arthur Waley. Whatever the beauties of Lady 



BLOOMSBURY 




1B7 


MurasaH's novel in her native tongue^ Waley's exquisite transla¬ 
tion must long remain a classic, giving English readers their 
chance of comparing this great masterpiece with the finest products 
of Greece or France or Russia* James Strachey and W. J. H. 

Sebastian ”) Sprott have produced work in psychology. Gerald 
Shove, the economist, had close contact at a certain period. 
After the First World War, marvellous to relate, a very small 
infiltration of Oxford men was permitted. Of these first mention 
should be made of Raymond Mortimer, a literary critic of 
great distinction, who has done much to kindle and sustain 
British appreciation of the civilisation of France. He was fully 
adopted by Bloomsbury. With the advantage of years on his side, 
he has carried forward some of its traditions into a generation 
that knew it not. May it yet fail to this Oxford man to compose 
for posterity some record of what was in essence a Cambridge 
movement ? Other Oxford figuics were Stephen Tomlin,^ Philip 
Ritchie, Roger Senhouse and Edward Sackville-West. The 
future will not have the chance of hearing Sackville-West’s 
superb execution on the piano as a young man, but the nov^l 
entitled Simpson and the biography of De Quincey, entitled A 
Flame in Sunlight^ will surely long be treasured. Wliat strikes the 
eye, when it inspects this catalogue of work, is the great dissimi¬ 
larity between the items. There is no case here of a literary school 
self-consciously imitating its master. It is quite a different kind 
of phenomenon — a grouping together of men of individual 
genius or talent, finding stimulus in the society of the others, 
finding a congenial way of life, but each pursuing his own bent 
and striving after his own unicjue form of expression. 

It has been erroneously held that Bloomsbury was in the nature 
of a mutual admiration society. This is very far from the truth. 
No doubt as friends they would give each other a helping hand 
towards material advancement. But within the circle they were 
keenly critical of one another. There was no question of molly¬ 
coddling. A sharp, biting wind of criticism blew through all 
the recesses of their habitatiom. They did not give mercy nor 
expect it. Indeed, if you chanced to hear one member ofBlooms- 
buiy pull another to pieces, not leaving a shred, destroying him 
utterly, you might wonder what form their criticism would take 
when directed against an outsider. The fact of the matter is that, 
broadly, outsiders were neglected. It was a world within a w^orld. 

* See also pp. 189-191 below. 
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By concentrating on the criticism of their friends, they focused 
their thoughts. 

This concentration was not a device for self-advancement but 
for protection against all the irrelevant, distracting and disin¬ 
tegrating forces at play in our rather loosely connected modern 
society. It was a return to the Greek City State. No doubt there 
was a consciousness that other men of talent were also writing or 
painting. This might occasionally be denied in conversation — 
Really, you know, there isn’t anyone else ” — but this pleasant, 
whimsical conceit was not to be taken too seriously. Many other 
distinguished people were living in London at the time, and many 
of them were very anti-Bloomsbury. Action and reaction are 
said to be equal. 

Although I have made no attempt at comprehensiveness, it 
would be very contrary to the canons of Bloomsbury if I mentioned 
only those who achieved successful work. It is fitting that I should 
name also tw^o or three others whose membership was prized as 
highly as those better known. 

We have had a glimpse of the arrival in Cambridge in 1905 
of Harry Norton, and his early success there. He very quickly 
became a central figure and remained so for a dozen yeans. He 
adopted the creed of unworldlincss and sometimes took his friends 
to task. He was a man of'some means, and for a number of years 
made an allowance to Lytton Strachey, which w^as paid back in 
full after the publication oi' Eminenf Vtefonans. By profession he 
was a mathematician, and w^as elected to a Fellowship at 7 rinity 
in 1910 for a thesis on the application of probability theorems to 
certain problems in genetics. He pursued this w^ork with a view 
to publication ; but time passed and there seemed to be great 
delay. Alas, the work never achieved consummation. Norton’s 
mind became unable to gra})ple with these problems; he relapsed 
into a condition of inertia and sadness, and died at the age of fifty. 

Then there was Francis Birrell. He went up to Cambridge 
in 1908 and Maynard became his staunch supporter and friend. 
He was one of the most delightful conversationalists of the group, 
very Bloomsbury, very light, a man of literary interests and wide 
reading and excellent judgment. He purveyed his learning and 
his thoughts with exquisite gracefulness and subtle, delicate wit, 
always with a slightly deprecatory note — Will this quite do ? ” 
‘‘ Is it quite like this ? ” He was the most companionable of 
beings. He died of a tumour on the brain at the age of forty-five. 
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I once expressed a touch of envy at the lovely life he led in an 
endless round of discussion among intelligent and affectionate 
friends. Oh, no,” he said, “ it is not at all like that really. 
I spend most of my time with my father ” (Augustine Birreil, the 
well-known Liberal Minister and man of letters) ; ‘‘ he is very 
lonely, he has no friends, he needs my society, I keep him company 
on most evenings.’^ Well,” I replied, to make the best of the 
situation, he must have an endless fund of reminiscences of those 
famous Victorians whom he knew.” Oh, no,” he replied, he 
does not at all like speaking of the past; what he likes is argument. 
As a matter of fact there is really only one argument, which goes 
on repeating itself.” Harrod: ” What is that argument about? ” 
Birreil: ‘‘ Whether contraceptives arc right or wrong.” ^ 

Mention should also be made of Miss Carrington, afterwards 
Mrs. Ralph Partridge, always known as ” Carrington ”, a Slade 
student, with an attractive face and a straight fringe across her 
forehead.^ During the First World War she had chances of seeing 
Lytton Strachey, and they became fast friends. Lytton Strachey 
had not much to offer women by way of ordinary masculine 
blandishment. She had intellectual cravings and some subtlety 
of apprehension, and she achieved satisfaction in her ready 
appreciation of his fancies. He found her a sympathetic com¬ 
panion ; in due course she came to idolise him. After the w’ar 
she and her husband joined him in his house in Berkshire, and 
they remained with him till the end. When he died, the sun w^ent 
out of' her life; everything seemed savourless and purposeless. 
She did not long survive him. 

Among the few wdio filtered in from Oxford, very soon after 
the war, was Stephen Lomlin (” 'Pommy ”). He was rather 
nearer to Lytton than to Maynard, although he often came 

* In his Memoir Cilub paper Early Beliefs ”), already cited (cf. p. 8o above), 
Maynard makes just points of (Tituism against early Bloomsbui v philosophy. It is 
possible also to detect a slight ihangt' ol leehng, Icadmg tcj some lack of sympathy, 
whh h would have given him great pain had he loreseen it when voungei. In tracing 
bis progress as an economist, the biographer must regard pasitions reached late in lile 
as having greater vahdity than earlier doctrines. In matters of sentiment, he should 
regard earlier positicjns as having no less authority than later on<‘s; there are dis¬ 
advantages in growing old. Maynard applied the adjectivT “brittle” to the friends, 
adding “ especially Frankie I do not know wdiy he singled out BiriTll in this w^ay, 
nor, I believe, do his friends. I'hc publication ol the Memoir, without hLs having had 
the chance to revise it, may unduly enhance the importance of what may have been 
no more tlian a passing whim. Franeis Birreil was a rare and beautiful spirit, wdiom 
they all lovt'd dearly. 

^ Cf. also pp. 209-218 below. Partridge was another notable Oxford accession to 
Bloomsbury. 
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to the Maynard home. He was a man of extraordinarily versatile 
talent, Classical scholar at New College, poet, brilliant actor, 
pianist, and, by profession, sculptor. Above all, he was a con¬ 
versationalist whose assiduity was capable of exhausting even 
Bloomsbury. Not that he was for a moment a boring talker; on 
the contrary, some might rank him as the most interesting of them 
all. Although he was at Oxford (but only for three terms), he 
was just a little more serious in his tones than standard Bloomsbury. 
Some Bloomsbury mannerisms were superimposed on a beautiful, 
rich, mellow and appealing voice. His knowledge was consider* 
able and his mind in incessant activity. He had a commanding 
intellectual power, so that the cleverest people were impressed 
by his judgment, even when he was very young. He acquired a 
great interest in psycho-analysis and was one of the few amateurs 
who made the more technical parts of Freud interesting and 
enticing. So-and-so, you see, has an anxiety ’’; the word 
anxiety ” would be rather lengthily drawn out in the Blooms¬ 
bury manner; and then one knew that one might expect a 
fascinating diagnosis. 

He was interested in these techniques; but, long before he 
knew about them, he had a natural power of psychological 
sympathy. Starting with some bits and pieces, some stray ends 
of foolish thoughts of a soul in distress, he could create for him 
a difi'erent view, illumine his path, give him new thoughts, new*^ 
hopes, invest his life with a new interest and dignity. For anyone, 
however different — he need not be of Bloomsbury — talk with 
him was always exhilarating, leaving the soul replenished. 

You might part company, grateful and pleased at having met 
him; there w^as a strong handshake and a winning smile. You 
might watch him walk away with a rather deliberate tread, his 
shoulders swinging with a suspicion of jauntincss that was not 
quite Bloomsbury. You saw him proceed, turn into a side street 
and disappear behind the railings. Then, if you reflected a 
moment, you knew that black and horrible despair and anguish 
seized and rent him; it was hardly possible to walk forward ; 
he felt himself personally guilty of all the sufferings taking place 
in the world ; was there not some sick person with whom he could 
exchange his life? How shuffle off these terrible mortal coils 
quickly ? 

In his conversation with others he brought good cheer; he 
seldom referred to the dark side. One asked him if he could not 
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look at matters differently. He replied calmly that he supposed 
he must have a disease of the brain ; that he must be a little mad 
really. His was a case in which it would seem that so much 
psychical force went into the understanding of others, interpreting 
life so as to create for their benefit something intelligible and 
hopeful, that there was no energy left for building up some kind 
of idea about his own life; when it came to that, he found himself 
stripped of all vitality, a poor dejected creature, a broken reed. 
He died of pneumonia at the age of thirty-five. There is a bust 
of Lytton Strachey by him in the Tate Gallery, one of Virginia 
Woolf in the possession of Mr. David Garnett, one of Duncan 
Grant in the possession of Lady Keynes, and he did a number 
of other skilful portraits. There is a fine woman nude, on a 
laige scale, in the grounds of Biddesden House, in Wiltshire.^ 

Such were Keynes' associates for more than a do^en years. 
Later, the pattern was to change somewhat. He found in a happy 
marriage the ideal ba^^Lground for the prolonged creative work 
that he had then to do. Meanwhile he profited much from the 
constant stimulus and affeclion of his Bloomsbury friends. AncJ 
ol'couise he gave much. They on their side were stimulated by 
his delightful company, his vitality and the impact of his abounding 
interests. And they gained, too, from his resources of know^ledge 
and vsa^rldly contact. He was their main pillar c>f strength, their 
sage, their financial adviser, their patron. lie w\as always ready 
to help, in one w^ay or another, to promote their material interests. 
They also drew intellectual sustcnaiKc fiom him. Was he not a 
logician, a mathematician, a philosopher, an economist and an 
expert on many aspects of public affairs? They valued his judg¬ 
ment on all these topics. They were not flimsy litterateurs^ content 
to take up philosophical or scientific ideas by hearsay or from 
inferior sources. One and all, they wished their w^ork to be well 
based, if only it were possible, on a sound philosophy. Is it 
right, Maynard ? ” Is it sound? ” ‘‘ Is it logically tenable? " 
Are these really the facts ? 

They weie all people of strong individuality, and were strongly 
individualist in creed. And so was Maynard. He was an indi¬ 
vidualist to the finger-tips. For him those concerned with 
government were a lesser breed of men, whose role was essentially 
a subordinate one. The idea that a government, however 
popularly elected, should be entrusted to make certain value 

* The property of Lord Moyne. 
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judgments on behaK of the community was anathema to him* 
He had no sympathy with the project of limiting consumers* 
freedom of choice for the sake of greater efficiency, mass produc¬ 
tion or standardisation. 

On the other hand, he was violently opposed to faissez-Jaire. 
Mr. Sheppard recalls a speech which he made at a Liberal 
meeting when an undergraduate. He defined Conservatives and 
Liberals in this way: let there be a village whose inhabitants 
were living in conditions of penur}^ and distress ; the typical 
Conservative, when shown this village, said It is very distressing, 
but, unfortunately, it cannot be helped ; the Liberal said, 
‘‘ Something must be done about this.** That was why he was a 
Liberal. Sheppard was impressed with this simple statement of 
creed. Whether or not it can be regarded as an adequate and 
comprehensive definition of the philosophies of the two parties 
at that time, the view asserted to be Liberal was assuredly May¬ 
nard’s throughout his life. He believed that distress in all its 
forms should not go unheeded. He believed that, by care and 
pains, all our social evils, distressed areas, unemployment and the 
rest, could be abolished. He believed in planning and contriving. 
A way could be found. That was his experience in his private 
life and in the affairs of his college, and the same maxim should 
be applied in public affairs. He always had a scheme. Ilis 
mental energy^ and resources were limitless. li a thing could not 
be done in this way, it could be done in that. 

How can one reconcile the adamant and uncompromising 
individualism which w^as at the centre of his being and his fervent 
belief in planning ? Did he resolve wdiat might seem on the surface 
to be a contradiction ? — a question of no little interest, since its 
successful resolution may be the prerequisite for the maintenance 
of the kind of civilisation we have known. In Keynes’ economic 
writings is to be found his solution of this dilemma. It is one of the 
problems to which he applied his whole mind, a not inconsiderable 
one, and deep study of his conclusions will long remain worth 
while. 

This problem is tied up with another, to which he gave less 
explicit drought. We have seen that he was strongly imbued with 
what I have called the presuppositions of Harvey Road. One of 
these presuppositions may perhaps be summarised in the idea 
that the government of Britain w^as and would continue to be 
in the hands of an intellectual aristocracy using the method of 
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persuasion^ If, owing to the needs of planning, the functions of 
government became very far-reaching and multifarious, would it 
be possible for the Intellectual aristocracy to remain in essential 
control? Keynes tended till the end to think of the really 
important decisions being reached by a small group of intelligent 
people, like the group that fashioned the Bret ton Woods plan. 
But would not a democratic government having a wide multi¬ 
plicity of duties tend to get out of control and act in a way of 
which the intelligent would not approve? This is another 
dilemma — how to reconcile the functioning of a planning and 
interfering democracy with the requirement that in the last resort 
tlie best considered judgment should prevail. It may be that the 
presuppositions ol' Harvey Road were so much of a second nature 
to Keynes that he did not give this dilemma the full consideration 
which it deserves. 

There is also the eternal question in economics of the relation 
of means to ends. Conscientious economists usually stress the 
point that their science is concerned with means only, and that 
it is for others to pi escribe the ends. None the less it is hard to 
draw the line, especially w'hen the economist concerns himself 
with practical issues. An idea as to what the appropriate ends 
are may lurk implicit in his recommendation. Some economists 
are felt to have had too narrow a view of the ends of society. Not 
so Ke\nes. His wTitings are instinct with broad and generous 
views. We need not attribute this to the influence of Bloomsbury ; 
but wc can associate it with his being the kind of man who would 
‘ enjoy Bloom'>bury society. 

While he had his own inner vision, he was none the less 
aware that economists as such must not oveistep the mark. He 
once defined his position in some words very carefully chosen. 
It was at the end of his speech at a dinnei given him by the 
Council of the Royal Economic Society in 1945 on his retirement 
from the Editorship of the Economic Journal after thirty-three )ears. 
It had been a w^onderful speech, easy, pleasantly flowing, mellow, 
full of amusing anecdotes and fascinating character sketches of 
Balfour, Haldane and other eminent people, with whom he had 
had contact as secretary of tJie Society. Finally he came to the 
toast. I give you the toast of the Royal Economic Society, of 
economics and economists, who are the trustees . . It would 
have been easy to say ‘‘ the trustees of civilisation ”, and to have 
sat down amid appropriate applause, , who are the trustees, 

o 
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not . . One could not help ha\dng the idea — Why this 
pedantic ‘ not ’ ? ’* Surely this was not the moment for academic 
qualifications, for ifs and buls. It was true that he was addressing 
the members of the Council of the Royal Economic Society, 
professors, men of learning. But still, we were also human. It 
was a golden hour; our hearts had been touched; wc had drunk 
champagne. We had in fact each had one modest glass of cham¬ 
pagne, but had arranged that Maynaid should have champagne 
only, from the soup onwards through the evening. Really there 
was something intolerable about the donnish “ not ” coming at 
this hour and place. It w^as so unlike Maynaid not to say a thing 
simply and boldly. But he was choosing his words : . and 

to economists, who are the trustees, not of civilisation, but of the 
possibility of civilisation.'* He had said what he wanted to say. 

And what he had said was true, not something slipshod, which 
might pass muster on such an occasion, but an accurate descrip¬ 
tion, which would bear the test of close scrutiny in the clear light 
of day. And it did full justice to economics. When he came to 
the “ not”, did there flit through his mind a vision of L>tton, 
of Duncan, of Virginia? They were the trustees of civilisation. 
Economists had the humbler, but still quite indispensable, lole; 
it was that to which he had devoted his own life. 



CHAPTER VI 


THE FIRST WORLD WAR AND THE 
PARIS PEACE CONFERENCE 

1 

I T was Sunday, 2nd August 1914. The day was dawning ofi a 
new and tcrribJe world. The benignity of the sunshine had 
departed ; and in its place was a harsh glare, as it might be on 
some strange planet, a place of unknown and nameless horrors. 
Britain was to be carried far from her moorings. Would she 
ever regain them ? Civilisation was to be disrupted. Would it 
ever be restored ? What would become of poetry^ and painting 
and philosophy ? What of old friends and friendships ? And 
what, amid these stern and cruel events, of a group of sensitive 
and peace-loving people, who had aspired, in their quiet way, 
towards a more harmonious manner of living? All things would 
indeed be built ancw% but by the blind force of circumstances, 
not by the mind and will. 

When it was decided that it would be more appropriate for 
Keynes to serve as a lull member of the Indian Currency Commis¬ 
sion, Basil Blackett had been appointed to the vacant post of 
secretary. He was now in the Treasury, struggling with great 
issues and great events. Britain w^as on the brink of war. What 
of her gold standard ? What of her financial leadership ? During 
the pre( eding decades, stretching back for a century, she had in 
effect provided a stable currenc y for the whole world, and thereby 
contributed greatly to the growth of trade and produc tion every¬ 
where. It has since been a commonplace of the history books 
that this system was terminated by the First World War, and that 
up to the present time no alternative system has been found to 
work so well to the satisfaction of all parties. But Britain did not 
abandon her responsibilities without some struggle. Basil Blackett, 
conscious of the momentous nature of the decisions which would 
be taken, took up his diarist’s pen, which had been idle for some 
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years. He was most anxious that, at this crucial moment, the 
right things should be done, and, at the time, the maintenance 
of specie payments seemed all-important. The Treasury was of 
one mind on this, and was supported by the Bank of England. 
But there were already present on the scene representatives of 
bankers, making sweeping demands for the creation of new assets 
and the suspension of liabilities — sinister presage of so much that 
was to follow. In Blackett’s view the bankers must be defeated 
at aU costs, and his mind reverted to Keynes, who had proved 
such a splendid warrior on the Indian Currency Commission. 

Blackett’s message reached Keynes in Cambridge on Sunday. 
The trains seemed unsatisfactory, and Keynes appealed to his 
brother-in-law^ A. V. Hill, who was the proud possessor of a 
motor-bicycle and side-car. Hill made a trip to London in order 
to give Keynes a lift. As they drew^ near to Whitehall, they 
had an uneasy feeling that it would be incongruous to approach 
the august portals of the Treasury on a pre-war London Sunday 
afternoon in this conveyance. Ke>nes alighted at the end of the 
street. 


Extracts from Basil Blacketfs Diary 

August 2 nd: Keynes turned up (1 had tried to get at him lo 
influence the Bankers on Friday night) and he, Haw trey and I had 
tea at 6 p.m. (my first meal since bieakfast) at the United Univer¬ 
sities Club. Keynes is entirely with us, though (like me) he docs 
not share in full Bracjfcury’s detestation of the Joint Stock Banlis^ 
paying in gold to the Bank of England. We all agree that it would be 
b<'tter that they should use their gold to pay customers (and we are 
trying to say so in out reply to them), but if their gold is ficely paid 
out by the Bank of England, no great harm arises, so Keynes and 
I think. 

Blackett had serious misgivings about the capacity of Lloyd 
George (commonly known in Treasury circles as the Goat ”). 
August lU: ‘‘ If Sir Edward Grey is indispensable at the Foreign 
Office, the last few days suggest that Lloyd George could be 
dispensed with at the Treasury August 2nd: “ There was 
imminent possibility of their” (Lloyd George and some others) 
“ resigning forthwith, and being replaced by Opposition members. 
This suggested Austen Chamberlain for the Treasury and the 
financial situation saved.” 
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August 3rd: House rose about 10*15 Treasury to 

get memoranduni by Keynes on disastrous character of any policy 
leading to suspension of specie payments which he was preparing at 
my instigation* Home reading it, arriving about 1 1 *40 p.m. * * . 

August ^th; Keynes’ memorandum given by Hamilton to Lloyd 
George, who asked who Keynes was, and on being told that he was 
a friend of mine, expert in currency, said it was monstrous that 
Treasury officials should call in outsiders on their own responsibility. 
But be read the memorandum. . . . 

August 3th: Lloyd George has at last come down on the right side 
and is in a fair way to becoming quite a currency expert. He has 
clearly imbibed much of Keynes’ memorandum and is strong against 
suspension of specie payments. . . . We are all in high spirits at the 
prospect of victory for Treasury views. . . . 

August 8th: Lloyd George’s conversion was a triumph, but he 
himself is really a wonder. It took some time to teach him, but he 
promises now to reach the front rank of financial experts, if his 
present knowledge makes him reUiin a taste for the puie finance side 
of the Treasury" work which he has hitherto entirely neglected. 

No further services were required of Keynes for the time being, 
and it was only early in 1915 that he entered the Treasury for 
the duration 

Apart from a holiday in a camp near Goverack, he was in 
London during most of August and September and composed 
an article for the Economic Journal which appeared in the Sep¬ 
tember issue, under the title War and the Financial System, 
August 1914”. This wds a description and analysis of the 
tangled situation at the outbreak of the war. It was written 
with his masterly clarity. He was widely congratulated on it as 
a fine performance, although some, w’ho were ignorant of the 
fierce battles w^hich had raged in the first few days, thought that 
he had been rather too se\ere to the bankers. He softened his 
criticism in an article which appeared in the following (^December) 
issue, probably less from any sense that his previous strictures 
were too strong, than from his general respect for the City and 
its ways, and his desire to maintain its picstige in these difficult 
times. He would not be likely to exaggerate in stating his views 
to Alfred Marshall. 

J. Af. Keynes to Dr, Marshall^ xoth October 1314 

Thanks very much for your letter. It was impossible to do 
justice to the question of the behaviour of the banks in the early days 
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of the war without going into personalities, which was not possible 

in the Journal. -and —— were the spokesmen of the bankers 

and the men whom the Treasury looked to as their leaders. The one 
was cowardly and the other selfish. They unquestionably behaved 
badly, and it is not disputed that they pressed strongly for suspension 
of cash payments by the Bank of England. By no means all of the 
other bankers either trusted — and — or agreed with their immedi¬ 
ate proposals; but they were timid, voiceless and Icaderless and in 
the hurry of the times did not make themselves heard. I think, how¬ 
ever, that, taking a long view, the banks themselves are to blame for 
this. They are too largely staffed, apart from the directors, on what 
in the Civil Service is called a second division basis. Half of their 
directors, on the other hand, are appointed on hereditary grounds 
and two-fifths, not on grounds of banking capacity, but ]>ecause they 
are able, through their business connections, to bring to the bank a 
certain class of business. Naturally when the time comes they find 
themselves without a leader of the right kind. And no one but them¬ 
selves is to blame. Parker, here, tells me that the meetings at the 
Treasury took place before the Board of Barclay's had an oppor¬ 
tunity to meet. Of course they did. In < rises you must have a few 
men at the top capable of taking wuse decisions immediately. For¬ 
tunately we had a few such, — but not amongst the Joint Stock 
Bankers. 

At least that is my view of what happened. 

The second Journal article carried on the story and gave a for¬ 
ward survey. Although it has been less read since, tiud described 
events of less crucial importance, it is in some respects more 
interesting than the first article. He triade prognostications 
in regard to the future of the exchanges, and he picdictcd, 
correctly as it turned out, that gold would be released on a big 
scale from the reserves of the various belligerents and suffer a 
consequent decline of value in terms of commodities. This 
article is a most striking example of his skill in predicting likely 
future developments out of a complicated situation. 

And what would be the final upshot? The article contains a 
speculation of some interest. 

It is, therefore, a possible consequerue of the present war, more 
likely in proportion as the war is prolonged I cannot say that I 
yet think it probable — that some international regulation of the 
standard will be forced on the principal countries of the world. If it 
prove one of the after-effects of the pi'esent struggle, that gold is at 
last deposed from its despotic control over us and reduced to the 
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position of a constitutional monarch, a new chapter of history will be 
opened. Man will have made another step forward in the attainment 
of self-government, in the power to control his fortunes according to 
his own wishes. We shall then record the subtle, profound, un¬ 
intended, and often unnoticed influences of the precious metals on 
past historical events as characteristic of an earlier period. A new 
dragon will have been set up at a new Colchis to guard the Golden 
Fleece from adventurers. 

In the welter of confusion that followed the First World War, 
nothing of this sort was thought of. It was only after the years 
had passed and another great catastrophe had befallen the world 
that such a plan began to take shape, with Keynes himself as the 
master mind. And even now we do not know if man will have 
sufficient resolution, amid the difficulties that have followed the 
Second World War, to bring the plan to fruition. Keynes foresaw 
at an early date what would be necessary; but blind forces 
have moved more cpiickly than wise planning, and the domain 
of Chaos continues to be extended. While Keynes has been 
so often criticised as a vacillator, I would stress the continuity 
through his life of his main ideas and plans. 

Another example of this continuity is furnished at this time, 
although the matter was a less momentous one. Keynes^ prefer¬ 
ence for maintaining men at work rather than in unemployment, 
which was to play such an important part in his later views, is 
seen in this letter to his mother, who had sought advice in her 
capacity of Guardian of the Poor. 


J. M. Keynes to Mrs. Keynes, gfh August igi^ 

. . . Where money can be usefully spent on capital improve¬ 
ments, a large part of it going in payment of labour which might 
otherwise be unemployed, the argument for spending it is very strong. 
It would, for example, be ridiculous for the guardians to contribute 
to the amount of unemjfloyment in Cambridge by refraining from 
useful building, and then spend money, in order to give relief, to 
maintain men in idleness or in relatively useless occupations. . . . 

Keynes also published an article on The City of London and 
the Bank of England ”, in the November issue of the Quarterly 
Journal of Economics. His Treasury position prevented him from 
writing more for the rest of the war. He found time, however, 
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to review the new edition of the Works of WdUr Bagehoi^^ whose 
precepts he must have had in mind on the outbreak of war. He 
placed Bagehot very fairly, resisting the claim that he is to be 
taken seriously as a critic of Shakespeare or Milton. In the 
history of economics, Bagehot and Keynes are probably to be 
reckoned as the two ec onomists most highly endowed with psycho¬ 
logical insight. It is fascinating to read the comment of the one 
upon the other. While paying a tribute to Bagehot’s subtlety, 
when analysing the minds of business men (not of poets — 
Keynes was not a member of Bloomsbury for nothing), and to 
Bagehot’s many other fine qualities, he points out correctly that 
Bagehot had but small capacity for economic iheory, which was 
a drawback. 

The same issue of the Economic Journal contained a review 
article by Keynes on a number of German publications regarding 
the German war effort The Economics of War in Germany ”) : 
his appraisal was cool, without warhke passion or distortion, ard 
praise was given where due. There was warning that the mefiods 
employed were likely to lead to very serious inflation. But when 
he came to deal with Professor J'^ffe, expounding a socia" philo¬ 
sophy of strength for the sake of war, the venom o^ Keynes’ 
attack was as potent as that of the most heated British patriot. 
Keynes thought it important to keep track of wha.^ tlxc Germans 
themselves were thinking, and in Collaboration wih Mr. Dudley 
Ward, by this time his colleague in the Treasury, he^ix^iAa transla¬ 
tion of some weighty articles in the Frankfurter ^eiiung published 
by Macmillan [England'sFinancial Supremacy^ ^9^7)- This ippcarcd 
anonymously. The opening preface of three pages is dearly from 
Keynes’ pen. 

Michaelmas Term (19x4) saw him back at Cambridge at his 
normal duties. Sorrow lay heavily upon him, as on so many 
others. 


J. M, Keynes to G, L. Strachey, syth November Tgi4 

, . , For myself I am absolutely and completely desolated. It is 
utterly unbearable to see day by day the youths going away, first to 
boredom and discomfort, and then to slaughter. Five of this college, 
who are undergraduates or who have just gone down, are already 
killed, including, to my great grief, Freddie Hardman. . . . 


* Economic Jotemal^ Sqstember 1915. 
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J* M, Keynes to Duncan Grants April xgx$ 

. , * This has been a horrible weekend, and I feel again, although 
I thought I should not, as I did after Freddie’s death. Yesterday 
came the news that two of our undergraduates were killed, both of 
whom I knew, though not very well, and was fond of. And to-day, 
Rupert’s death.^ In spite of all one has ever said, I find myself crying 
for him. It is too horrible, a nightmare to be stopt anyhow. May 
no other generation live under the cloud we live under. . . . 

In December he went to visit his brother, Geoffrey, who was 
on medical duty at a hospital in Versailles. He took this oppor¬ 
tunity of obtaining information about the French financial con¬ 
duct of the war. Soon afterw^ards, when installed at the Treasury, 
he had to go on a deputation to Paris, which included the Chto- 
cellor of the Exchequer, Lloyd George. In the railway carriage, 
Lloyd George gave his exposition of the state of affairs in France. 
He called for comment. In due course Keynes was asked to 
speak. With the utmost respect, I must, if asked for my opinion, 
tell you that I regard your account as rubbish.” A couple of' 
years later it happened that Bonar Law, when he had just Suc¬ 
ceeded McKenna in the Chancellorship, applied this same word 
to an exposition by Lloyd George at a (Cabinet meeting. Ah,” 
said Lloyd George, I see you have learnt Treasury manners 
quickly.” ^ 

Lloyd George liked to gather around him persons who were 
not of the official hierarchy but had full access to secret 
information, in order that they should give him independent 
advice as a check upon his officials.'* He developed this policy 
on a large scale when he was Prime Minister, and his advisers 
of this class were known as the garden suburb As Chancellor 
he had one such adviser, Sir George Paish, who had to write him 
numerous memoranda on the various topics arising. Paish felt 
himself overburdened and asked for an assistant, and it was as 
such that Keynes, whom Blackett had been most anxious to get 
into the Treasury, was taken on in January 1915. 

The situation soon changed. Lloyd George was succeeded 
by McKenna in May J915, and Keynes was incorporated 

^ RuptTt Brooke. 

^ On his return to the Treasury that day Bonar Law asked his officials for an 
explanation of tkis riposte, and they remembered the railway carriage incident. 

3 Mr, Churdull had a similar plari in the Second World War, albeit on a less 
grandiose scale. 
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as part of the regular staff of No. I Division, which was con¬ 
cerned with finance. 

In the following June he had to accompany Mr. McKenna 
to Nice in order to make financial arrangements with the Italians. 
He had several days of exceedingly hard work. He did not go 
to bed for three nights and on the final night had a race with 
time, labouring with Signor Nathan to get the agi cement into 
order. He attributed it to the sudden strain of this highly respon¬ 
sible and fatiguing work that, when he got home, he had to have 
an emergency operation for appendicitis and was gravely ill. 
There were complications, which were to have serious consequences 
twenty-two years later. 

J. M. Keynes io Mis. Keyne^^ ijth July /51/5. Garnngton Manor 

I was none the worse for stepping briskly into the tram yesterday. 
This is a most lovely place, but the w^eather is dreadful. At the 
present moment I am still lying in bed after breakfast and writing 
letters. 

I couldn’t say to you all I felt of gratitude and deet> affection. 
It has really been very nice, m spite of the circumstances, to spend 
five w^eeks together. 

I ha\e been made very miserable this morning by hearing [from 
his brother] that Bekassy has been killed. He fell in the Bukovina on 
June 25 th after only four days’ fighting. Of my party at Everleigh — 
it seems only the other day — three are now gone 

Thereafter he made rapid progress in the Ticasurv. Sir Otto 
Niemeyer and Sir Richard Hopkins contributed the following 
account to the obituary notice which was published in the 
Proceedings of the British Academy : 

Once theie, his c[uick mind and inexhaustible capacit) for w^oik 
rapidly markc*d out a kingdom for itself, and before long he was a 
leading authority on all questions of external, and particularly intei- 
allied, finance. It would be untrue to attribute to him the sub¬ 
stitution of loans to the Allies lor the time-honoured British practice 
of outright war subsidies * that had already been decided in the early 
days of the war in consequence of the special relations between the 
U.K. and the Dominions, who were the eailiest borrowers, and of 
the pride of the main allied borrower, France. But it was Keynes 
who developed and applied the system of allied war loans, largely 
from the angle of control over the use of these borrowings and its 
relation to our own needs and orders for material. When America 
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came into the war, the American Treasury found the system fully 
fledged and itself adopted a similar practice. Equally absorbing 
was his interest in the provision of foreign exchange resources for 
U.K. expenditure abroad. Keynes took an active part both inside 
the Treasury and in the periodical discussions on this subject with 
the Allies before the entrance of America into the war. Many stories 
are told of his resource in the frequent moments of stress. One may 
be repeated here. There was urgent need for Spanish pesetas. With 
difficulty a smallish sum was raked up. Keynes duly reported this, 
and a relieved Secretary to the Treasury remarked that at any rate 
for a short time we had a supply of pesetas. “ Oh no ! ” said Keynes. 
‘‘ What 1 ” said his horrified chief. “ Tve sold them all again: Tm 
going to break the market.” And he did. 


The point a})out the “control over the use of these borrowings’^ 
should be noticed. This was a new departure. The historic 
loans by Britain to her Allies were spent by them at their own 
discretion. On this occasion the magnitude of the loans and 
Keynes' eye for detail combined to bring about new methods, 
whereby the items on which the money was spent were under 
obsersation and control. It was natural that, when in due course 
the United States proceeded to advance money to Britain, she 
should copy our system of control. Alas, the second world disaster 
has renewed the need for advances, subject to control, and they 
are still (1950) proceeding. Among his many contributions to 
practical economies it must unhappily be reckoned that he was 
the fill her of sue h systems of c ontiol. 

In the early stages he was working in close collaboration with 
Blackett. He soon became the authority in chief for the matters* 
referred to in the foregoing extrac t. The Treasury had a tradition 
of devolving responsibility upon y^oungcr men. Air. Dudley 
^Varcl, wbo w^as below Keynes in the hierarchy, recalls that at one 
time he was sumnumed by Robert Chalmers, then Joint Secretary 
to the Treasury, wdio informed him that he was too busy to attend 
to all details and would countersign Ward's decisions without 
study. If mistakes were made, C^halmers w^ould take the blame. 
But if a serious mistake was made, Ward would be assigned to 
another department! I'hus Keynes soon acquired ultimate 
responsibility for these grave matters. He w^as allowed direct 
access to the Chancellor of the Exchequer. Early in 1917 his 
province was carved out of No. I Division and transformed into 
a separate “ A ” Division. 
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On the outbreak of the Second World War Keynes sent Sir 
Frederick Phillips an interesting note on exchange policy during 
the first: 

In the last war there was no exchange control as such, apart 
fre^m import licences, restrictions on foreign investment, etc. The 
procedure adopted was analogous to that of the Exchange Equalisa¬ 
tion Fund before the war. That is to say, there were free dealings 
over the exchange at a rate which was ‘‘ pegged by the Treasury, 
unlimited dollars being supplied at this rate. The only difference 
was that the pegging was done in New York and not in London, the 
dollars being supplied by Morgans’ as our agents. E. C. Grenfell 
would come round to the Treasury each morning with a pink cable 
in his hand, showing what had been paid out on the previous 
day. 

Complete control was so much against the spirit of the age that 
I doubt if it ever occurred to any of us that it was possible. But the 
absence of it made my task of preparing a monthly budget of the dollar 
position very precarious. I used to obtain each month an estimate 
from the various departments and from the allies both of tlicir total 
outstanding dollar commitments and of the amounts which they 
expected to mature in each month. Tc^ this, if I Tcrnemher lightly, 
I added my own estimate of the probable lequirements of the “ free 
exchange On the other side, our dollar assets, actual and pro¬ 
spective, were set out in the shape of gold nnci securities and the 
proceeds of loans. But the requirements of the free exchange ” 
would come irregularly in great rushes, just like the demands on the 
Equalisation Fund, largely depending on the jiatuie of tlie war and 
political news. I remember in particular a terrific run at the end of 
1916, when the daily requirement (if my memory is conect) ran for 
a short time in excess of $5,000,000, which in those days we con¬ 
sidered simply terrific. Chalmers and Bradbury never fully confessed 
to Ministers the extent of our extiemity when it w^as actually upon us, 
though of course they had w^arned them, fully but unavailingly, 
months beforehand of what was coming. This w^as because they 
feared that, if they emphasised the real posit icm, the policy of the peg 
might be abandoned, which, they thought, would be disastrous. 
They had been brought up in the doctrine that in a run one must pay 
out one’s gold reserve to the last bean. 1 thought then, and I still 
think, that in the circumstances they w^re right. To have abandoned 
the peg would have destroyed our credit and brought chaos to busi¬ 
ness ; and would have done no real good. I recall an historic 
occasion a day or two after the formation of the second coalition 
government at the end of 1916. The position was very bad. We in 
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the Treasury were all convinced that the only hope was to pay out 
and trust that the drain would suddenly dry up as it had on previous 
occasions. But we had no confidence in the understanding of 
Ministers. Chalmers went over to Carson’s room (my memory tells 
me that it was in the War Office; was it?) to report to the newly 
formed War Cabinet. “Well, Chalmers, what is the news ? ” said 
the Goat. “ Splendid,” Chalmers replied in his high quavering voic e; 
“ two days ago we had to pay out $20,000,000 ; the next day it was 
$10,000,000; and yesteiday only $5,000,000.” He did not add 
that a continuance at this rate for a week would clean us out com¬ 
pletely, and that we considered that an average of $2,000,000 very 
heavy. I waited nervously in his room, until the old fox came back 
triumphant. In fact the drain did dr)^ up almost immediately and 
we dragged along with a week or two’s cash in hand until March 1917 
when U.S.A. came in and that pioblem was over. So far as I know, 
the Geimans weie totally unaware of our financial difficulties. But 
the American Government, of couise, knew them. It has been an 
important part of the case of the recent Nye Committee for denying 
credits to belligerents that Mr. Page enabled to his govenunent as 
follows on March 5th, iqiy: “I think that the pressure of this 
appi caching crisis has gone b(*yond the ability of the Morgan finan¬ 
cial agency for the British and French Governments. Pei haps our 
going to war is the only way in which our piesent prominent trade 
position can be maintained and panic aveited ” 

On the other hand, my monthly estimates were saved by the fact 
that, as a result of delays in deliveries, the depaitinents and the 
Allies never succeeded any^vhcie near in spending up to their fore¬ 
casts. At the end of the wmi quite a significant pait of the orders 
placed by LI. G. and Russia in the summer of 1915 were still un¬ 
delivered ; and theie wete still hundreds of millions of dollars of 
these old orders outstanding when we were cleaned out in March 
1917 and the American Treasury had to foot the biil.^ 

These reminisc ences are not meant to be wLolly irrelevant. It is 
true that in one important respect oui proldera then was different. 
Foreign balances in London were insignificant and were greatly out¬ 
weighed by what foreigners owed us on acceptance credits. The 
financial ciisis of 1914 was due. not to our being unable to pay what 
we owed abroad, but to foreigners being unable to pay us. It was 
not steiling wdiich crashed in that month, but the dollar (which went 
temporarily over 6 to the £). But by 1916 the difference between 
the position then and the position now was not so fundamental. 

It is, therefore, w^ell to remember that we did get through after a 

’ I have depended wholly on rny memory, unrefreshed by documents, m writing 
the above, and it is probably inaccurate m detail. (Note by J. M. K.) 
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fashion without blocking the exchanges; and this policy was not 
without considerable advantages of simplicity and efficiency. 

The work was extremely exacting. It does not seem to have 
given rise to major political or inter-dcpartmental crises. All 
went forward smoothly. It is a happy nation that has no history. 
And if this was so, we may be justified in attributing it to Keynes’ 
commanding ability. The issues were all sorted out in that 
clever brain of his, rather than at the committee table. He 
always saw several moves ahead and thus prevented a crisis 
developing which might give rise to inter-departmental or political 
acrimony, 

There have been men of ripe judgment who affirmed that 
Keynes contributed more than any other person in civil life to 
winning the First World War. This proposition is earned easily 
on a gust of enthusiasm, and it has been applied to more than one 
person. The fact remains that all who had any knowledge of 
these matters were united in praising Keynes’ great efficiency; 
much as he has been criticised on other counts, I have found no 
criticism of this phase. 

From one point of \iew this was the height of his career. 
Never again in his life did he occupy a position of major adniinis- 
trative responsibility. Some will value his thought and writing 
more highly. Those who have greater icgaid for practical ability 
and prefer action to theorising should give Keynes the highest 
honours. He occupied the key position at what was without 
challenge the centre of the inter-allied CMjnomic effort, he thought 
out the policy, and in efiect bore the ultimate responsibility for 
the decisions and carried the busim^ss forward with a success 
that w^as universally acclaimed. 

After the war was over and he had resigned and written his 
polemic against the Peace Treaty', he was for a time in bad odour 
among grave persons. But his point of view gained ground 
quickly, and it began to be said that, after all, he was in the 
right. This gave rise to an uneasy attitude tow^ards him. Accord¬ 
ingly a dictum was coined, which was passed ftom mouth to 
mouth at the Club and the dinner-table and bc'camc the correct 
thing to say about him in a wide circle of people, who had no 
real knowledge of the matter. It became in fact a cliche. Keynes 
is, of course, a most brilliant man, and the right way to treat him 
is to pick his brains; then he can be most useful: but you must 
never put him in a responsible position, because he will let his 
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enthusiasm carry him off the rails.’* As is so often the case with 
sayings that become fashionable, this was th^ exact opposite of 
the truth. It was the symptom of an unresolved conflict in the 
minds of those who wished to give it currency. One had to 
condemn him for writing the book and yet applaud what was in it. 

To pick his brains was by no means an easy matter, and the 
attempt to do so could easily lead to unfortunate consequences. 
On a great occasion, when he knew that he had to make his case 
and persuade his audience, he had an inexhaustible reserve of 
fluency, of apt illustration and varied argument, that placed him 
in the highest rank of advocates. But in the ordinary course of 
discussion he often attributed to his interlocutors his own quick 
powers of apprehension. If he put an argument in a form that 
was cogent and decisive, he thought no more need be said; he 
assumed that the point had been taken; he did not think it 
necessary to restate it in a number of different forms, embroider 
it, give it illustrations, restate it in a way that would appeal to 
prejudice. He used economy of utterance. If a statement was 
cogent in itself, it did not need further dressing. The best years 
of his own life had been given to the study of logic, and this was 
the consequence. Thus those pundits who talked with satisfaction 
of picking his brains were often quite incapable of doing so. They 
appreciated that what he was saying was clever, but often missed 
the essential logical link, and, when they came away from their 
dinner congratulating themselves on their evening — “ Keynes is 
a mf)st interesting fellow ” - -- they may have altogether failed 
to learn the lesson he desired to impart. Even in his elaborate 
writings he suffered much from misunderstanding. 

But when he was in a position of responsibility himself, he 
had a superb capacity for picking the brains of others. When in 
the presence of one who knew his subject, he was completely 
modest. He sat watching with his steady, searching eyes ; ten¬ 
tacles seemed to go out in quest of any weak spot any falsity in 
his interlocutor, any axe he had to grind. He absorbed all good 
information readily, welcoming it from the humblest source, and 
knew how to reject the shoddy. In the quest for truth he was 
essentially judicial. There was none of the self-importance, of 
the reluctance to discard a view that has become associated with 
one’s ego, of the terror of renouncing what one has committed 
oneself to in public, which are the besetting sins of great persons. 

It was only in the case of theorists, whose logic he felt well 
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able to judge for himself, or of pompous people, or of the self- 
opinionated, to whom we must in truth add the long-winded, 
that he became impatient and snapped them off with a sudden 
rudeness. Did not these rare qu^ities fit him for responsible 
positions and final decisions ? 

In the one great administrative position he held during his life 
there was no question of his being carried away by enthusiasm 
or of going off the rails. Clever as his diagnosis was, its value 
was greatly enhanced if he was in a position to put it into effect 
himself. 

There is another piece of interesting evidence on this point. 
In the case of his financial activities, which developed when the 
war was over, whenever he was the sole autocrat, as in the case 
of his private investments and in that of the finances of King’s 
College — where the Estates Committee gave him a fairly free 
hand — he achieved spectacular, almost magical, success. But 
when, as in certain companies, he had to carry parlneis or co¬ 
directors with him, results were sometimes unsatisfactory or 
doubtful. 

It is to be feared that the English have some rnisti'ust of clever 
people. By a happy chain of a( cidents this clever one was placed 
where he could render vital servk e in the first war. Some c redit 
for his promotion must be given to the high traditions and intel¬ 
lectual eminence of the British Treasury at that lime. 


2 

f 

For Britain the First World War was m some ways grimmer 
than the Second. There was not the danger from continuous 
air-raids, there did not seem to be so great a risk of defeat, and 
Kaiser Wilhelm was not such a black fiend as Adolf Hitler; there 
was not, at least until the last eighteen months, the same austerity 
of living; but there were more widows and mothers that lacked 
sons. Perils could be borne with courage; the long casualty 
lists were facts, and the burden of sorrow was heavy. 

None the less, life had to proceed day by day, and its character 
was determined then, as always, by what was physically possible. 
In this case it was possible to maintain many of the social amenities 
and amusements of peace-time. The black-out was sketchy, 
theatres were open till late, and provisions remained in fair supply. 
Moreover, the fact that the static front-line was so deadly and so 
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near at hand made the constant return of troops on leave more 
charged with emotion and a more prominent feature in daily 
life. The home country had to maintain good cheer on their 
account; they must be greeted with gaiety and dancing. The 
hideous word goodby-ee ’’ was invented to mask the tragedy 
implicit in the simple good-bye 

There were other reasons also why Keynes, despite his heavy 
load of work at the Treasury, despite the exhaustion which some¬ 
times kept him for a day in bed, and despite his keen sense of 
the horror and tragedy of it all, found social life beginning to flow 
in new streams. He was now continuously in London for the first 
time since his brief sojourn at the India Office. Bloomsbury was 
tending to break up under the pressure of events; there are purists 
who say that when the friends resumed the life of peace after 
1918, Bloomsbury, despite its greater renown at this later period, 
never regained its pristine elan. Meanwhile in 1915 there were 
new faces, new young ladies, younger young ladies. There was 
Faith Bagenal, an ex-student of Newnham, who was soon to marry 
Hubert Hcndeison, the economist. She shared rooms wifh 
Barbara Hiles, a Slade student, who was a little later to marry 
Faith’s brother. There were Carrington and Brett, Barbara's 
fellow-students at the Slade. Another friend was Alix Sargant- 
Florence, who was in due course to marry James Strachey and 
share in his psychological activities. These entered into the stream 
of Keynes’ life. Barbara was his favourite. 

At the beginning of the war the establishment at Brunswick 
Square was broken up and Keynes moved to 10 Great Ormond 
Street, and then to 2 Gower Street, which he shared with 
Sheppard and, at first, with Gerald Shove. Sheppard had 
come up to London to serve at the War Office. Canington 
and Brett were for a time lodgers, and, further aloft, Middleton 
Murry and Katharine Mansfield. Large supper parties were 
organised here. The very young flowed in and met the no longer 
quite so young. There was an atmosphere of e^xcitement and 
exhilaration. There were feasting and dancing and brilliant con¬ 
versation and the faint whiff of great events due to the presence 
of one who was known to be at the cenlie of the war effort. 
Barbara Hiles on her side organised parties in her studio at 
Hampstead, and Keynes gave little dinner-parties at the Cafe 
Royal. 

The young women were struck by his extraordinary kindness 

p 
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and attentiveness; his brimming gaiety and optimism seemed 
magical in that grey world* There was that special characteristic 
of his, the gift of immersing himself completely in whatever 
happened to be engaging his attention at the moment, and if his 
attention was engaged upon making life more pleasant for these 
young people, how delightful for them ! When he talked of their 
painting and their gOvSsip, these became the things that mattered 
most in the world, and the war utterly unreal. It was delightful 
for him too ; he was enjo)dng this new world. 

The pattern of Keynes’ life is clear. As an undergraduate 
his youthful friendships had been of supreme significance. It is 
natural, and indeed right, that a young don in his first years, if 
his studies do not exhaust all his energies, should look upon the 
undergraduates of the next generation as potential accessions to 
his circle of intimates. The gulf of years is not too great. We 
have seen how this happened. Norton, James Strachey, Frankie 
Birrcll, and, in London, Duinan Grant, and later Bunny Garnett, 
became no less important than Lytton Strachey and Woolf. As 
the years proceeded the gulf widened, although the interest and 
the quest were maintained, and we hear of undergraduates ‘‘ whom 
I did not know very well, but was fond of”. Then there was his 
London life. But it was broken. He was there for two or three 
days, then gone. He entered into all the doings and projects and 
gossip of Bloomsbury, but he was not resident. He spent much 
of the vacations travelling abroad. But now he was permanently 
resident in London, and his thoughts and feelings began to take a 
new turn. There was an clement of romance. But he w^as not 
to meet his destiny for some years moie. 

There was another new strand in his social lil'e. When Asquith 
formed the first coalition government in the spring of 1915, 
Reginald McKenna took Lloyd George’s place as Chancellor of 
the Exchequer and thereby as Keynes’ chief. McKenna was a 
man of considerable intelligence, and his good grasp of finance 
was manifested, not only in his work as Chancellor, but also in 
his subsequent speeches to the Midland Bank, which have an 
important place in the literature of the period and influenced 
thought on monetary policy. Keynes soon came to be on intimate 
terms with his chief. The McKennas were dose friends of the 
Asquiths, with whom Keynes also had contact through Lady 
Ottoline Morrell. Her house at Garsington was not far from the 
country home of the Asquiths, The Wharf, Sutton Courtney. 
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Before long we find Keynes frequently staying for week-ends with 
the McKennas or the Asquiths, and he appears to have been 
adopted by them quickly as an intimate. This was another kind 
of intellectual circle, and it was a brilliant one. There was 
Asquith, a scholar as well as a statesman, with his fine level judg¬ 
ment, and there was his wife, Margot, with her quickly flowing 
stream of witty and whimsical talk. Keynes would certainly 
meet his match in the lightning speed of her rapicr-like ripostes. 
Her fancies were often wild and wayward, but she was in a tradi¬ 
tion of fine culture and had been a member of that earlier circle, 
the Sotils, who were prominent in London in the 1890’s. But 
she was not merely the relic of a bygone age. The Asquiths 
maintained a lively interest in the most modern literature and 
thought. Asquith’s commendation of Strachey’s Eminent Victorians 
in his Romanes Lectures (1918) contributed to its acceptance as a 
work of major importance among educated people far outside 
the influence of Bloomsbury. No longer was it necessarv^ for 
Keynes to regard all politicians as people who talked in private 
life as though they were on a platform. 


J. M. Keynes to Mrs. Keynes^ 26th Alarch igiG 

I have been leading such a giddy life lately that there has been 
no time to write letters, — only two evenings in the last fortnight 
when I haven’t dined out. 

This week-end 1 am staying wdth Lady Jekyll, the other guests 
being Mr. and Mrs. McKenna, and Mr. and Mrs. Runciman. 
Unfortunately McKenna has been taken rather badly wath influenza 
and has retired to bed. Last weekend 1 w’ent to Ottolinc’s at Gar- 
sington. Sir John Simon came to tea on Sunday. . . . I’ve dined 
twice at Dowming Str in the last fortnight, at a large dinner party 
of tw^enty on Friday and at a small one* in the following wwk. Lord 
and Lady Waldstein asked me to dinner to meet tlu' American 
Ambassador. I dined with Violet Asquith and her r ew husband iu 
her new house, her fii'st party in honour of Margot; I have delivei'ed 
my evening lecture at the Admiralty ; ^ and 1 have testified before the 
wicked leering faces of the Hampstead Tribunal to the genuineness of 
James's conscientious objectioirs. Oh, and I have brought out the 
March E.J.^ and entertained a Swedish Professor.^ So this will be a 

* An explanation of the financial situation to the Board of Admiralty at Balfour’s 
request. 

* Economic Journal. 


3 Knut Wickscll. 
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sufficient catalogue, on the top of my work officially so called, to 
justify poor letter writing. 

I thought the interview 'with yourself, which you sent me, very 
well done. Who wrote it ? 

1 see that God has been striking dead several members of the 
Cambridge Tribunal. ... I hope public opinion is keeping them 
reasonably just. Lytton has got off altogether on grounds of health 
and James got ‘‘ non-combatant Duncan's case hasn’t come on 
yet. 


J. M. Keynes to Mrs, Keynes^ 2yih May igi6 

Walter ^ tapped me over, thinks there may perhaps be a slight 
adhesion to the scar and gave me a tonic. 

This has been a most glorious and beautiful week-end, and also a 
very interesting one. Into a nest of rebels, Philip Snowden, Massing- 
ham, Bertie Russell, Lytton Strachey, the Morrells, two young ladles 
from the Slade and me, who are the house party, enter this afternoon 
the Prime Minister, Sir Matthew Nathan, Lady Robert Cecil and 
Lady Meux, — a queer mix-up. 


jf, A 4 , Keynes to Mrs, Keynes^ lyth November igi6 

, . , Last Sunday evening a very bad feverish cold came on, 
which kept me in bed all Monday. The hwer persisted all Monday 
night, but abated on Tuesday morning, so that I went to the office. 
Until to-day. however, I felt wretched and not able to w'ork nearly 
fast enough to keep level with my pajjers. Short of not going to the 
office, Fve taken great care of myself, sailing ever > where in taxis and 
taking to my bed when not at the office, with the result that to-day 
strength has re-entered my limbs. 

The parly was a great success, and we sat down thirty to supper 
without being overcrowded. 1 hope all looked cheerful when your 
ghost peeped in. 

I shall not be at Cambridge this week-end as 1 am staying with 
Margot (Oxfordshire). 


J, M. Keynes to Mrs, Keynes^ 18th January jgiy 

Last week I stayed with the McKennas and the week before that 
with the Asquiths, — so I have been seeing my old friends again. 

^ His uncle, Sir Walter Langdon-Brown, lau Regius Frotessoi of Plivsic at 
Cambridge. 
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In January 1916 Asquith’s Government introduced compul* 
sory military service, with a conscience clause. It has to be 
recorded that many of Keynes’ most intimate friends of the 
Bloomsbury circle were Conscientious Objectors. Their position 
was a difficult one. They did not belong to any religious sect 
with an injunction against taking life; it is not even clear that 
they had an objection to taking life in any circumstances. Their 
individual views differed from one another, but some rough 
outline may be attempted. 

It will be remembered that they were people of serious pur¬ 
pose, who had set before themselves certain standards of behaviour. 
Precisely because they lacked any definite religious creed, they 
adhered with a certain intensity to their own notions; the 
philosophy which each had formed for himself called forth those 
urges which in other cases find vent in religious observance* 
Thus they lelt themselves unable to fall into line with public 
opinion, as does the man in the street, when an emergency occurs. 
Fighting was no part of their creed. They had not taken much 
intcrcht in domestic politics, still less in the grimmer aspects of 
foreign affairs. Their values wxtc such as to make them distrust 
any government. It may be said that the w^ar took them by sur¬ 
prise- England had been at peace for a hundred years, save for 
minor wars, which they would ha\c condemned as manifestations 
of imperialism. War was a recrudescence of barbarism, which 
should suicly be stopped at once. The affairs of countries we/e 
conducted by men in wdiosc aims they were ncjt interested, and 
for whom they had contempt. They were prepared to obey the 
law within limits and comport themselves as well-conducted 
citizens, but they were not prepared to be “ butchers 

Lylton Strachey, carrying the matter further, is remembered 
to have said on more than one occasion: What difference 

would it make if the Germans were here.^This did not imply 
that he did not prefer the British political system to the German. 
But, it could be argued, the difference between the two regimes 
was not sufficient to justify such fearful carnage, leading on to 
hatred and revenge and bitter grievances and a desire for further 
revenge, and so from tragedy to tragedy, the tale of which has 
not yet been told. Of course, it may be said that this judgment 
was superficial, for lack of the time dimension, that more regard 
should have been paid to history. It was not only a question of 
the British system as it was then and of the German system as it 
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was then, but of their roots and probable development in the 
future. Had Strachey been alive twenty-three years later, it 
would not have sounded so plausible had he asked, What 
difference would it make if Hitler were here ? '' It should be added 
that some members of Bloomsbury who were still living at the 
time of the Second World War took a different attitude about it. 

It may be right to go behind Strachey’s ad hoc judgment and 
ask whether there was not a radical weakness in the philosophy 
of these friends that may be traced to G. E. Moore’s teaching. 
We have seen how sadly his book was lacking in any adequate 
theory of moral obligation. His ideals, so persuasively set forth, 
floated in a void. One had to seek those ideals, but little attention 
was given to the more immediate principles which have to govern 
action in this troubled and irrational world. Other philosophers 
had laboured with these more proximate problems. Moore 
hardly appeared even to have considered that problem which 
obsessed Hobbes, namely, the inevitability of uncertainty and 
violence unless men subject themselves to social obligation 
which, from their own immediate point of view, may seem quite 
irrational. This problem has claimed the attention of moral 
philosophers ever since. In Moore there was little trace of thought 
about it. His personal authority, his great array of arguments, 
his finely wrought logic and his challenge to the philosophic 
notabilities of the past concealed from his disciples this great gap 
in his armoury. It is still for the future to decide whether it was 
right to be a Conscientious Objector in the First World War, but 
it is clear that under Moore's guidance one might easily go wrong. 
The sincerity and courage of this grou]> arc not in ciucstion. 

Keynes himself did not share their view. But it inevitably 
had an important influence on ^ ’ . These were people whose 
opinions he valued and to wh?^’^^x^e was attached by strong ties 
of affection. It pained him to be in imperfect agreement with 
them. They pressed him in argument, and, to meet their case, 
he made two gestures cjf appeasement. Of these, the first was a 
trivial one, which need not be taken very seriously. He announced 
for their benefit that, although he was not a Conscientious Ob¬ 
jector, he would conscientiously object to compulsory service. 
Accordingly, when he received his calling-up notice, he replied 
on Treasury writing-paper that he was too busy to attend the 
summons. This appears to have quelled the authorities, for he 
was troubled by them no more. On the other hand, he did not 
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carry this policy through to its final conclusion, for a year or two 
later the Treasury discovered a gap in its records. In the file 
there was no notice of exemption against his name. And so, to 
placate the Treasury Establishment Officer, he walked quietly 
round and went through the formalities of obtaining exemption. 

His second method for meeting the views of his friends was 
a far more serious matter. “ We are in it now/’ he argued, “ and 
we must go through with it; there is really no practicable 
alternative.” He could have shown that convincingly enough. 

But what we must do is to see that, when it is all over, we establish 
world affairs on a new and better basis, so that this shall not 
happen again. May no other generation live under the cloud we 
live under.” This was more than a gesture; it was a solemn 
pledge. How could he be sure that any such attempt would be 
made ? Well, he was on intimate terms with the Prime Minister, 
Mr. Asquith, on wffiose worthy motives and sage statesmanship 
he could implicitly rely. And was not Sir Edward Grey, the 
Foreign Secretary, a most high-minded man? He knew that in 
the minds of these Liberal leaders and in that of Lord Robert 
Cecil were germinating ideas which led eventually to the concept 
of the League of Nations, of which President Woodrow Wilson’s 
admirers have no right to claim that he was the sole inventor. 
All this was in 1916. Keynes w'as deeply immersed in w^ar-winning 
activities, but he was now solemnly pledged to do all that in him 
lay to secure a durable peace and a new pattern of international 
relations. And, while his condemnation in 1919 of the Treaty 
of Versailles was w^arranted by the plain logic of the facts, this 
implicit pledge contributed to his physical prostration when his 
hopes had been dashed in Paris, and to the passion and venom 
with which he penned his subsequent book. 

Meanwhile he exerted himself to befriend tliose fiieiids who 
w'^ere in trouble. His mother w^ondered whether he was not too 
lenient to them. 


Mrs. Keynes to J. M, Keynes^ 2gth Maith igi6 

... I am very glad that Lytton’s physical disabilities stood him 
in good stead for once in compensation for past trials — and I am 
glad that James is allowed non-combatant service. But what about 
his conscience? No doubt he could conscientiously say that he 
hated the whole business; most of us do. It seems to me that many 
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of the p< 5 ople who have no conscience arc now suffering so badly that 
I begin to doubt whether in the general torture that is going on 
conscience ought to put in a special claim for consideration. Don*t 
you think it is being a little coddled ? Once the voluntary principle 
has gone, 1 really don’t see where one can honestly and reasonably 
draw the line. . . . 

Is there any chance of your coming on Sunday week ? You will 
see from the above that I really need a talk w'ith you to bring me 
round to a proper attitude towards Conscientious Objectors. So you 
must not neglect me too long. Anyhow I should dearly love to see 
you. 

Keynes knew that the objectors were sincere. He appeare 
on several occasions at the tribunals, and on days when his fiienc 
had been up he gave little dinner-parties at the Cafe Royal i 
restore shattered nerves. 

At about this time he had a very lucky escape. Our financial 
relations with Russia were becoming involved, and it was thought 
that the Treasury should proceed to the scene of action. It 
was arranged that Keynes should go on the ship that carried 
Kitchener and was sunk. But at the last minute it seemed that 
he could not be spared from his heavy duties in London. 


Mis, Keynes to J, M, Keynes^ 6th June igi6 

It was a horrible shock to hear of the Hampstriie disaster and to 
know that you missed it by so little ! I could hrrdly bicalhc when I 
lealised it first . . . And it was yrur birthday Oh --how thankful 
we are that you were celebrating it by making presents to those 
picturesque deputations. 

Later in the year Gower Street w^as given up and Keynes 
moved into that 46 Gordon Square which had been taken by 
the Stephen family twelve years before. Clive and Vanessa Bell 
and Duncan Grant retained some accommodation in it, but w^cre 
mainly absent during the war; Keynes brought Sheppard and 
Harry Norton to share it with him. This remained his London 
residence for the rest of his life. 

Another domestic change occurred at this time, the acquisition 
/ of a house, Charleston, near I..ewes in Sussex. It nestles under 
the northern slope of the South Downs in a rich, unspoiled country, 
with fine trees, pretty old villages and abundant agriculture. It 
was easily accessible for Londoners, being a few miles from Lewes, 
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which was reached by the express from London in an hour, The 
Woolfs had already established themselves in the neighbourhood 
at a house called Asheham. Mr, Leonard Woolf*recalls how, when 
Keynes stayed with him at this time, the express train was some¬ 
times stopped at Rodmell-Southease Halt to enable him to mount 
it. The primary purpose of Charleston was to provide a country 
home where Duncan Grant and David Garnett (who had done 
Fiiends’ Ambulance work in France, along with Frankie Birrell, 
in the earlier part of the war) could discharge their obligations 
under the National Service Act by doing agricultural labour. 
vChis became Keynes' principal place of refuge in the country, 
both during the war and for some years aftemards, until, on his 
IHarriage, he found a house for himself (Tilton) a few hundred 
yards away. The Bells also look up residence at Charleston. 


J. M. Keynes to A/rc Keynes^ sgth October igi6 

, . I took the opportunity to come down to Duncan’s new 

country house. It’s a most lovely place, a farmhouse of very con¬ 
siderable size \vith a walled garden and a large" pond on the edge of 
the downs which rise straight up to Firle Beacon. However the 
weather has been so abominable and the country so waterlogged, 
that I have scarcely taken the neighbourhood in >et. We’re only a 
few miles from Lewes and from Asheham where I have stayed many 
times. 

Last night Mrs. Gainett was here. She told me that she last saw 
father when be was about my age. He had veiy blue eyes and 
was always smiling. You were “ serene ”, When you became 
engaged people said that it was a great waste for two to marry wdio 
both had such perfectly good tempers, ” when they might have made 
tw^o homes happy 


J, M, Keynes to Mrs, Keynes^ 6th May igiy 

Last week I took Saturday off and spent a long week-end at 
Duncan’s farm in Sussex, enjoying the weather immensely and even 
digging potatoes with a view to the improvement of my figure. This 
week 1 have stayed quietly here, giving a luncheon party to-day to 
Massingham, Die kinson and Sheppard. 

Work has not been overwhelmingly heavy and the negotiations 
with the U.S., which occupy a good deal of my lime, are going 
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extremely well. If all happens as we wish, the Yanks ought to 
relieve me of some of the most troublesome of my work for the future. 
Relations with Russia on the other hand are not what they should be. 
That’s a piece of diplomacy over which we have blundered hope¬ 
lessly, with our ridiculous tears for the Tsar and the rest of it. 

Another move may be mentioned. In the later part of 1917 
a scheme was hatched for taking a house in the country, called 
Tidmarsh, near Pangbourne, to be a haven for war-weary workers 
at week-ends. At the root of the project was the somewhat forlorn 
condition of Lytton Strachey, who was of precarious health and 
still very hard up. It was felt that he should have a comfortable 
place for continuous work. Carrington and Barbara Hiles threw 
themselves into this plan and undertook to look after the domestic 
side; they made Keynes promise to watch the finances. Lytton 
Strachey, Oliver Strachey, Harry Norton, Saxon Sydney-Turner 
and Keynes each put up £20 a year. This was in effect a sub¬ 
sidy to Lytton, since he was expected to be there all the time, 
while the others would go for occasional week-ends. Carrington 
remained in residence to run the house, and this was the beginning 
of her association with Lytton Strachey, which was not broken 
by her marriage. She moved with him later to Hamspray, a 
house near Hungerford in Wiltshire, and they remained together 
till their death. ^ 

Lady Ottoline MorrelFs house at Garsington was also a great 
haven during the war, and some Conscientious Objectors resided 
there for a period. 

At the end of 1916 Lloyd George took Asquith's place as 
Prime Minister. This is not the place to discuss the manamvres 
by which that change was brought about. Keynes’ work at 
the Treasury was not adversely affected by it; indeed it was 
shortly after this that A ” Division was giv^en a form which 
lasted till the end of the war.^ But in a more general sense the 
change was a sct-back, since Keynes had established a close intel¬ 
lectual understanding with Asquith. His mind was not of a temper 
to be impressed by Lloyd George’s wizard powers, which he 
recognised, and he felt the lack of Asquith’s steady intellectual 
quality. Moreover, for one whose feelings, although not his 
thoughts, were centred on what was to come afterwards, the change 
was likely to arouse misgivings. He was always critical of the 


* Vide supra, p. 189, 


* Vide supra, p. 203. 
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powers-that-be, but in the succeeding period his criticisms became 
more acid. 

Not much importance need be attached to the following 
misadventure. 


y. Ad, Keynes to Mrs, Keynes, nth February igiy 

... 1 was approved and included in the final list to get a C.B. 
this honours list. But when Lloyd George saw it he took his pen 
and struck my name out, — an unheard of proceeding. Purely 
revenge for the McKenna War Council Memoranda against him, of 
which he knows I was the author. Chalmers is very angry and has 
been very nice about it. I can’t say that I care appreciably. But 
you won’t see my name in to-morrow's list. However (partly I 
suspect to cancel the above) I have got a much more solid advantage 
in these last few days, having been properly constituted head of a 
new Dept., with a staff behind me, to deal with all questions of 
External Finance. It will be an enormous advantage to have a staff 
of my own, whom I can organise according to my own ideas. I have 
been given some very' good men and I hope before long to devolve a 
great deal of work, which is now entirely in my own hands, and to 
get much freer, I was told that I could have more pay if I asked for 
it. But I didn’t. 

The C.B. came along in the Birthday Honours List in the following 
summer. 

The Department referred to in this letter was the famous A 
Division, which held together for the rest of the war. Some of its 
members remained Keynes’ close associates in his subsequent 
business interests. Of the Civil Service proper there were Mr. 
(Sir Andrew) MacFadyean and Mr. (Sir Frank) Nixon. Mac- 
Fadyean was later seconded to the Reparations Commission in 
Berlin, and, still later, has played a prominent part in the Liberal 
Party. Nixon went to the League of Nations for a time and, 
after important international experience, became head of the 
Credits Guarantee Department. Mr. Dudley Ward, who had a 
common interest in having been a great friend of Rupert Brooke, 
was a pillar of strength and is referred to by Keynes in his 
“ Melchior ” as his chief of staff at the Paris Peace Conference. 
Mr. (later Sir Geoffrey) Fry was of the party and is named in 
Melchior ” as my private secretary A very able member 
was Mr. Rupert Trouton, aged eighteen, who asked to be trans- 
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fcrred from another department at the sacrifice of his salary* He 
was young enough to become Keynes’ pupil in Economics in 
Cambridge when the war was over* They were closely associated 
thereafter by common business interests. 

In the course of 1917 there was a notable accession in the 
person of Mr. O. T. Falk, who was destined to have a considerable 
influence on Keynes’ career. Keynes was struck by the ability 
of a speech made by Falk on a question of war finance and invited 
him to join the Division. Falk also worked with Keynes at the 
Paris Peace Conference. He was a man of wide culture and con¬ 
siderable intelligence and he had a flair for financial questions. 
He was interested in the theory of currency and exchange. Keynes 
used to call him one of Nature's economi'sts hinting that they 
were often better economists than those more learned in the 
lore of the subject. Falk was a collector of modern pictures, 
and this in future years was to be one of their many finks. He was 
a friend of the Asquith family, so that there was also a social link. 

In 1917 Falk began giving little dinner-parties for those who 
were interested in the problems of currency and finance. Inflation 
was proceeding at home (this was not Keynes’ department!} and 
abroad; these problems were to outlast the war. Tins was the 
dawn of a new age of currency derangement and, according to 
pious hope, of new forms of currency management. The old 
economic text-books did not give an adequate account of these 
matters. There was room for fresh thinking and analysis. 

These dinners soon crystallised into The Tuesday Club ”, 
which was probably the most influential of such gatherings of 
practical economists in tb<e ’twenties, and still exists. Its first 
meeting wtis on the 19th (July 1917. The Club dined monthly 
at the Cafe Royal, and after dinner a member raised a question 
for discussion. Guests were allowed, and an invitation wa.*) deemed 
a mark of distinction. There was an atmosphere of intellectual 
ferment. The Club felt that it was formulating new ideas to fit 
a changing world, and that its discussions might have an influence 
on events. Keynes read a number of papers in the years after 
the war. He regarded it as a fitting place in which to ventilate 
his latest views. It is interesting to notice that when he read on 
devaluation, on loth November 1921, there were thirty persons 
present, as against an average of nineteen at the meetings during 
that half-year. Falk has expressed the opinion that whenever 
Keynes was there he easily dominated the Club. 



mt.Ml FIRST WORLD WAR 

jf. M. Keynes to Mrs, Keynes, 30th March igiy 

I was immensely cheered and excited by the Russian news. It’s 
the sole result of the war so far worth having. But they’re not 
through their troubles yet. An acute and even struggle is now going 
on between the Socialists and the Milyukoff constitutionalists. I see 
not the remotest chance, however, of any pro-Tsar counter-revolu¬ 
tion. . . . 

What sort of a wedding-present would G. like from me ? 

His brother Geoffrey had become engaged to Margaret Darwin, 
granddaughter of the great Charles, for whom Keynes had 
expressed such enthusiasm in his youth. Through him the Keynes 
line has been carried on. There have been four sons, one a Fellow 
of Trinity, Cambridge, another making strong progress in the 
medical profession. The former married the daughter of the 
renowned physiologist, Professor Adrian, O.M., Nobel Prizeman. 
A son (Geoffrey’s grandson) was born on 21st April 1946, the day 
of Maynard’s death, and christened Maynard. He now has a 
younger brother. In their veins runs the blood of Darwin, 
Adrian, Keynes and of David Hume’s brother. 

Maynard also had two nephews and two nieces through his 
sister Margaret, whose husband, A. V. Hill, w^as also a physio¬ 
logist and Nobel Prizeman. Of these, David was, in due course, 
elected to a Fcllow^ship at Trinity, Cambridge, and Maurice to a 
Fellowship of King’s. 

Keynes’ work involved various trips to Paris, but in the 
autumn of 1917 he had to go further afield — to the United 
States. He accompanied Lord Reading on a mission to settle 
outstanding financial c}uestions. 


J, M, Keynes to Mis, Keynes, iiih September igiy 

. . , The \vcather is mild and just warm enough to sit without 
coat or rug. I have seldom done so little, — confid ences with Lord 
Reading for about two hours a day on the problems awaiting us on 
the other side being my whole w^ork. My first three nights on board 
I slept for 12 hours, 10 hours and ii hours and dozed a good deal 
during the day as well. Seasickness, by the way, by drawing the 
blood from the head promotes sleep in the most extraordinary way. 
[Is this correct? Its dogmatism is veiy- characteristic.] . . . The 
only member of Reading’s immediate entourage besides myself is 
Colonel Swinton, an Assistant Secretary of the War Cabinet, who 
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during the first year of the war was “ Eye-Witness ” at the front* 
I did not know him before; but he turns out a most attractive 
companion and very kind to me. 

Please tell father that as a fruit of the early education received 
at his hands I have won £20 at piquet off a Polish Count, although 
we have played but little and not for very high points. As I hadn’t 
played the game for years and as he plays it every day at one of the 
most expensive gaming clubs m London, this is very creditable, 
I think. 

On liis arrival at New Yoik he found his old friend Blackett, 
who was acting as secretary to the Financial Secretary of the 
Treasury, then stationed on tlxe other side. Keynes much excited 
with his first view of the U.S.A."' * 

A loan of $50,000,000 for what is now known as an “ off-shore ” 
purchase of Canadian wheal was the fiist business to be transacted. 
More fundamental questions concerning inter-allied finance had 
to be discussed. Keynes got through his work with his usual 
rapidity and was on his way home a fortnight later, leaving Read¬ 
ing behind. 

Wiiting to his mother from Ameiica, he said, I live in a 
small but comfortable private house with Lord and Lady Reading, 
both of whom I like immensely This statement should be set 
against what he says of Lord Reading in ‘‘ Melchior ”,2 which 
was written when his feelings were at their most bitter. 


J, AI, Keynes io Airs, Keynes^ lyth Octohet igiy 

Before you gel this letter you will have had my telegram to say 
that I am safely back. ... We are travelling one of a convoy with 
an escort, — it is a very beautiful sight, seven great liners, with a 
total population I suppose approaching 20,000, steaming in forma¬ 
tion with a cruiser at their head and tw^o destroyers on their flanks. 
To-day we are in the c‘xtremc danger /one, and as it is a hoiiibly 
clear afternoon we are looking out rathei anxiously for the additional 
escort of destroyers and perhaps hydroplanes which was to have 
joined us last night but has not yet turned up . . Lockhart’s Life 
of Scott has been my chief solace ; but that’s now finished and I’m 
very much enjoying Dr. Thonie. . . . As I am carrying despatches 
and have the best cabin on board, I sit at meals next the Captain 
of the ship along with the American colonels. These are innocent 
middle-aged gentlemen from the Mexican border with whom I get 
J Basil Blackett’s Diary. 2 See Two Memoirs, 
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on very well and spend unnumbered hours playing poker — at 
moderate expense to my pocket. 


J. M, Keynes to Mrs. Keynes^ 6th December igiy 

I got safely back on Wednesday [from Paris this time], after 
nearly a week’s absence, travelling very comfortably by special trains 
and destroyer, by which latter 18 miles of the Channel was crossed in 
half an hour, I enjoyed Paris very much, but it was rather hard 
work with perpetual conferences and entertainments and by no 
means the amount of sleep I am accustomed to. On the last day I 
actually reached the point of talking French ! 

At the final Plenary Conference of the Dixhuit Pays Inter-AUiecs 
I sat with Mr. Balfour, Lord Reading and Lord Northcliffe (sitting 
between the two latter) representing the British Government 1 

J. M. Keynes to Mrs. Keynes^ i^ih December igiy 

I had thought of coming home this week-end, but I have had 
too much work to do and couldn’t get away. It has been rather a 
bad week with endless hours absolutely wasted in a newly established 
monkey house called the Inter-Ally Council for War Purchases and 
for Finance. I should imagine the only possible analogy to Govern¬ 
ment by Inter-Ally Council is (Government by Bolsheviks, though 
judging by results the latter are far the more efficient. I can’t 
believe these things happen at Potsdam. . . . 

Next week-end I shall probably have to go to France again which 
is a great nuisance ; the week-end after that to the McKennas ; and 
the week-end after that to the Asquiths. For Christmas I hope to go 
to Charleston if, as I truly anticipate, 1 gel back fiom France, But 
you may not unlikely see me on Jan. 12 or Jan. 19. 

I was very glad to see Vivian’s ^ name on the new Air Inventions 
Committee. 

But despite these various excitements, there were black moments. 

During the last eighteen months losses had been gigantic. It was 
still obscure how it would all end. 


J. M. Keynes to Mrs. Keynesy 24th December igiy 

My Christmas thoughts are that a further prolongation of the 
war, with the turn things have now taken, probably means the dis¬ 
appearance of the social order we have known hitlierto. With some 
regrets I think I am on the whole not sorry. The abolition of the 

» A. V. Hill. 



«4 JOHN MAYNARD KEYNES 

rich will be rather a comfort and serve them right anyhow. What 
frightens me more is the prospect of general impoverishment. In 
another year’s time we shall have forfeited the claim we had staked 
out in the New Woild and in exchange this country will be mortgaged 
to America. 

Well, the only course open to me is to be buoyantly bolshevik; 
and as I lie in bed in the morning I reflect with a good deal of 
satisfaction that, because our rulers are as incompetent as they are 
mad and wicked, one particular era of a particular kind of civilisa¬ 
tion is very nearly over. 

I wonder how long your Cambridge queues are. If we put prices 
low enough and wages high enough, we could achieve the most 
magnificent queues even in peace time. There never has been any¬ 
thing like enough caviare to go round. How soon do you expect 

piano queues? Length of queue — - - — If w constantly 

prices X supplies 

increases while p and s diminish, q tends towards infinity. 

J. M, Keynes to Mrs, Keynes^ lolh Februaiy igiS 

[Meanwhile I am terrified at the prospects of meat rationing and 
feel that I shall require frequent tups abioad to get a scjiiare meal. 
The proposed rules seem to me appalling - ealmlated to dry up 
the food supply on the one side and star\e me on the other. Beside.s 
they will drive the population on to ceieals which is at bottom a far 
more serious problem than the meat prulilcm which latter by no 
means deseives to be treated so tragically. 

It is interesting to observe that meat rationing was only introduced 

after three and a half years of war. 

J. M, K 'eynes io Mrs, Keynes^ 22nd February igi8 

. . . To-morrow I go down to the Asquiths for the week-end. 

Oh! youli be amused to hear that I was offeied a Russian 
decoration yesterday, a belated one just arrived from the Piovisional 
Government. Being a Bolshevik, however, I thought it more proper 
to refuse. , . . 

The course of politics at the beginning of the week was deeply 
shocking. Bonar could have become prime minister if he had liked, 
but funked it; and as no one else seemed inclined lo take the job, 
the government struggled through, emerging however without many 
tail-feathers left. 
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J. M. Kejms to Mrs. Keynes, 3rd March xgx8 

. , . I have followed my refusal of a Russian order by refusing this 
week a Belgian one* I consulted Chalmers about it and he thinks 
this the right course. If people come to you with a decoration in one 
hand and a request for a million pounds in the other, the position is a 
little delicate; and in the peculiar position in which 1 stand to the 
Allied gentlemen I must I think maintain perfect independence of 
them. Besides the whole thing is rather humbug. 

I was very glad indeed to see that Vivian had been nominated 
F.R.S. 


I’he distresses of war and politics were relieved at this time 
by a ray of sunlight. An auction was to be held in Paris of Degas's 
private collection, including some of his own work. Duncan 
Grant suggested that the National Galler) should be a buyer. 
Keynes took up the point with the Chancellor of the Exchequer". 
Our loans lo France were rutiuing up and we did not know when 
wc were likely lo see them back. Why not help the French balance 
of payments by buying some of these pictures? Bonar Law w^s 
converted and Keynes was given £20,000 to lake to Paris on one 
of his excursions on Treasury business. Bonar Law was very 
much amused at my wanting to buy pictures and eventually let 
me have my wa^ as a sort of joke.'’ ^ Keynes was accompanied 
by Ghailes Holmes, the Director of the National Galleiy.^ Big 
Bertha ^vas shelling Paris during the auction, and this is said to 
have depressed prices. Keynes also made some purchases on his 
own account, including Cezanne's Apples ” and a drawing by^ 
Ingres. This e\cnt was really the beginning of his career as a 
collector of modern paintings. 


* Letter It) Mrs. Ke\nes, i^rd March 1918. 

The pictures ])archas(*d tor the National Gallery were* 


Corot * 

Claudian Aqut due t 

DeUc loix : 

Baron dc Sch\vit(*r 


Abel Widner 

Foiain 

I’he IVibunal 

Gauguin ; 

Flower Piece 

1 ngi es : 

Oedipus 


M. de Nervine 


Roger and Angelica 

0 

Pindar ofTering his l>Te to Homer 

Manet: 

Lxccution of Maximilian 

>» 

Lady with a cat 

RoiLsscau : 

Vall^ dc S. Vincent 

Rkard : 

Bust portrait of a Man. 


Also 8 Delacroix, 2 Ingres and 1 J.-L. Da\dd drawings. 
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Duncm Grant to J. Af. Keynes {telegram)^ 23rd March rgi8 

Do buy Ingres Portrait of Self, Cezanne, Corot, even at cost of 
losing others. 

Vanessa Bell to J. M. Keynes 

We are fearfully excited by your telegram and are longing to 
know more. This is a line to say do consult Roger before you go, 
as he’ll know who to get hold of in Paris. Duncan says be as pro¬ 
fessional as possible in the buying and get at the right people — 
otherwise some German or Scandinavian will trick you. . . . We 
have great hopes of you and consider that your existence at the 
Treasury is at last justified. 

I think a feast off our pig will be one of your rewards. 

David Garnett to J. AI, Keynes 

Nessa and Duncan . . . are very proud of you and eager to 
know how you did it. You have been given complete absolution and 
future crimes also forgiven. 

But gloom descended again. 

J. M, Keynes to Mis. Keynes, 14th April 1^18 

The Wharf, Sutton Courtney. 

. . . Politics and War are just as depressing or even more so, 
than they secern to be. If this Government were to beat the Germans, 
I should lose ail faith for the future in the efficacy of intellectual 
processes : — but there doesn’t seem much risk of it. Everything is 
always decided for some rcas<jn other than the real merits of the 
case, in the sphere with which I have contact. And I have no doubt 
that it is just the same ^vith everything else. 

Still and even more confidently I attribute all our misfortunes 
to George. . . In the meantime old Ascpiith who I bcdlevc might 

yet save us is more and more of a student and lover of slack country 
life and less and less inclint^d for the turmoil. Here he is, extremely 
well in health and full of wisdom and fit for anything in the world — 
except controversy. He finds, therefore, in patriotism an easy excuse 
for his natural disinclination to attack the Government. People s«ay 
that the politician would attack, but the patriot refrain. 1 believe 
the opposite is true. The patriot would attack but the politician 
(and the sluggard) refrain. 


Roger Fry. 
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M. Keyms to Mrs. Keynes^ loth May xgi8 

The result of yesterday’s debate was very disappointing. For a 
moment I entertained the hope that the Goat had been caught at last, 
but not he ! However it means, 1 think, that the liberals have now 
gone definitely into opposition which is a great deal gained. 

British letters ow^e a debt of gratitude to Sir Edward Marsh. 
He was zeidous in his quest for young men of talent, and by his 
encouragement of poets did much to help them in the early years 
of the century. He was quick to appreciate Rupert Brooke. 
Deeply moved by his death, he wrote a Memoir. He portrayed 
Brooke as the type of poet and idealist who had given his life, and, 
partly through this memoir, Brooke came to symbolise for the 
whole nation the heroism and tragedy of the war. In this process 
something of the literal truth was lost. Brooke’s friends felt that 
Marsh had given a sentimentalised version, which failed to convey 
the peculiar individuality of his hero. Keynes wrote to this effect 
to his mother: ‘‘ Most of the most intimate of Rupert’s early 
friends are not so much as mentioned. Geoffrey * and the Oliviers, 
for example, not at all; James Strachey and Ka once each and 
casually. Whereas a week-end with George Wyndham figures.” 

J. d/. Krynes to Ahs Keynes^ 2ist September rgi8 

. . . Duncan is with m<‘ having cornc up for his annual 
holiday. My drawing room is to be refurbished and decorated and 
is going to ]:)e, when finished, the flashiest room in London. 

Work goes on now' in a steady routine. 1 am again increasing 
my staff which wall now number seventeen, and I hope soon to ])e 
in my new consolidated (puirters. My most amusing job just lately 
has been to invent a new runeiicy for Russia. Dudley Ward and I 
have been spending a great deal of time on the details, as w'e have 
had to design tiie nolcs, get them printed, choose tlic peisonnel, 
answ(T conundrums and do the whoU‘ thing from top to toe. We 
hope to have the plan launched on the w'orld in two or three weeks' 
time. 

TheiT’s a certain amount of talk been going on behind the 
scenes about the Provostship. I still think W. most likely to be 
elected, but Raleigh may possibly be asked to stand. I have been 

* Maynard’s brother and Brooke’s literary executor; editor of Brooke’s Poetkai 
Works (Faber, 194b), and Democracy and the Arts (Ru})crt flart -1 )avis, 1947) i also of 
Letters now in preparation. 

* Mr. Walter Durnford, who was elected. 
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flattered by several people (including Macaulay) saying that I 
would be their first choice. But of course this is out of the question, 
— in fact no one really thinks otherwise. 

In the autumn of 1918, jaded, war-weary London had a most 
delightful interlude. The Diaghilcv Ballet returned for the first 
time since before the war and had a season at the Coliseum. 
Bloomsbury and, indeed, all artistic and literary London were 
swept off their feet. 


J. M. Keynes to Mrs. Keynes, 13th October igiS 

IVe stayed in London for the last two week-ends, but have had 
a very gay life as Duncan and Vanessa h.ive been staying hero and 
it has been the height of the Russian Ballet season. Apart from the 
parties I’ve been to, this house has been perpetually full of people, 
with the result that my supply of sheets amongst other things has 
completely given out! 

The Sitwells, now burgeoning into the fine bloom of their 
youthful period, were among the greatest etithusiasts, and a party 
for the Ballet was given in their house at Carlyle Square. Keynes 
was amongst the guests. 

So also was the exqui''ife ballerina, Lydia Lopokova, who was 
enthralling London by her performances in The Good-Humoured 
Ladies. The eyes of those invited were attracted by a large 
number of many-coloured stuffed love-birds irt a glass lase — a 
characteristic SitweU touch. It is recalled th.rt Lydia threw up 
her arms in ardent appreciatron and asked if she could not be 
given one of these love-birds. It is not tc( ailed that her request 
was granted at this party. 

3 

In the autumn of 1918 it began to appear that victory was in 
sight. A matter with which the Treasury would be concerned 
was that of German reparations. A historical retrospect and 
statement of principles had been composed by Keynes and W. A. 
Ashley for the Board of Trade as early as 2nd January 1916. 

“ A ” Division now got busy on this topic. They worked hard 
and long, exploring the matter from every angle — Germany’s 
pre-war foreign trade, her production, her foreign assets, the 
value of those territories (Alsace-Lorraine, a portion of Silesia, etc.) 
which she was Mkely to lose, and of her colonies, and the amount 
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of all those forms of damage which, under the terms of the Armis¬ 
tice, were likely to give rise to claims. Information was assembled 
from every quarter. The team laboured under Keynes’ guidance. 
He had an acknowledged flair for global estimates of this kind. 
Indeed, among the many things that owe their origin to his 
influence may be listed the use of global ” statistics in debate 
and decision concerning broad political issues. Before his day, 
even economists had tended to argue about political issues in 
qualitative terms only. 

A ” Division had certain special qualifications for dealing 
with this problem. Ihcir methods of handling inter-allied finance 
had brought them face to fare with the problems of capacity to 
pay, estimates of probable deficiencies, priorities among the various 
items of trade, the capacity for expanding \arious kinds of pro¬ 
duction under pressure. Their knowledge of the details oi world 
trade, which came to them from their day-to-day experience, 
must have been unrivalled at that lime. 

Their findings were before the Clabinct at the end of November. 
Biasing their estimate on the high side, they found that the bill 
against the enemy, in accoidance with the Armistice terms, might 
be about /'4000 inillioii. On an optimistic forecast they thought 
that Germany’s capacity to pay might be 5(^3000 million, but 
that it would be more prudent to reckon on £2000 million. This 
was a large sum. In oi der to bring it inU) focus, one may compare 
it with the indemnity exacted by the Germans after the Franco- 
Frussian war of £212 million. This French indemnity was always 
reckoned to be a heavy one. It wx>uld be impossible for Germany 
to hand over the ])ro])osed £2000 million at once; at the then 
prevailing rate ol interest of 5 per rent this sum would represent 
/Jioo million a year until it could be paid ofl'. This was certainly 
a stiir proposal; yet, looking back, we may doubt whether it was 
the maximum obtainable. Keynes was no doubt biased on the 
side of leniency, and this ma^ have influenced the Report, It 
should be noted, however, that the /,'ioo million was to be the 
net payment recoverable and not the total burden on Germany. 
Before the war Geiman\ had had a substantial adverse balance 
of trade, offset by invisible items which would now disappear. 
Furtliennorc, Germany was due to suffer loss of valuable income¬ 
earning territory and her mercantile marine. The Treasury 
appears to have been satisfied with the document, and it was 
presented. 



230 JOHN MAYNARD KEYNES [mS 

There was at that time a member of the War Cabinet of force*- 
ful personality and ardent temperament — Hughes, the Australian 
Prime Minister. lie had no qualifications especially entitling him 
to a judgmeiijt on these topics, but that did not deter him. He 
regarded t}ie Rejiort as chicken-fecd, and affirmed that Germany 
should pay for the full amount that the allies had spent upon the 
war. A new independent committee was set up, and, oddly 
enough, Hughes was made the chairman. The committee associ¬ 
ated Lord Camlilfe, formerly Governor of the Bank of England, 
in its deliberations. It took the view that Germany should pay 
for the full cost of the wai to the allies and this was set down at 
/^24,ooo million. These gentlemen saw no reason why Germany 
should not pay 5 per cent on this sum, namely ^'i200 million a 
yeai, until the capiUil could be paid off. No army of occupation 
would be needed to enforce these payments. Lloyd George was 
emphatic in laying down that any project should be based on 
this assumption, and the committee accepted this limitation. The 
figure was, of course, whcJl) fantiistic. It was more tnan a hun¬ 
dred times the indemnity exacted by Germany. It has not been 
explained, to my knowledge, how a former Governor of the Bank 
of England could have lent himself to such a ludic rou^ proposition. 
It is iateiestiiig to compare the figure of Z'1200 million per annum 
wffih the claim made by Britain in all good faith in ic)^! that it 
was economically impossible for her to }>a} million a 
to the United States, although she had not recently lost her 
mercantile marine or a laigc part of her territoriei> or just fought 
an expensive war, and although she had pledged liersclf to pay 
this amount by an agreement freely arrived M. No doubt one 
interprets possible somewhat difl'erently in the case oi a iriendly 
power and in that of a defeated foe. None tlie less, <t]l(nving most 
liberally foi that, our claim in 1931 suflkicntl> c\posc^ the' Cunliffe 
figure. 

It appears that this Report was written in total ignorance of 
the most elementary points. It was put to the authors that these 
heavy payments would surely compel Germany to comf)etc 
strongly in British export markets. (In fact, if she captured half 
the British pre-war export markets and the whole of the French, 
she still would not be exporting enough goods to meet the bill.) 
Hughes denied the allegation. If Germany had to pay a large 
indemnity, she would have to impe^se heavy taxes, and these 
would raise her costs of production. Britain could remit taxes, 
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and this wonid lower her costs. Thus the net effect would be 
to improve the British chances of competition against Germany! 
It is clear from this that he had no notion at all how the indemnity 
would have to be paid. If £1200 million a year was actually 
to be delivered, Germany would have to secure that her exports 
exceeded her imports in value by that amount; if her taxes were 
heavy, wages would have to be reduced correspondingly, until 
German goods were so cheap that she could compete successfully 
and flood all markets with them. In this utter nescience Hughes 
may not have been different from many other politicians of the 
time, who conceived of the indemnity simply in terms of writing 
a cheque for that amount and levying it upon the citizens. The 
transfer problem was not envisaged. Keynes told them about it, 
but they turned a deaf ear. 

While this Report was in progress, Lloyd George was conduct¬ 
ing a General Election. He obtained advance figures from the 
committee and used them on a public jdatform. 1 shall have 
more to say of tliis election in the following chapter, where Keynes’ 
views on the reparations clauses and other aspects of the peace 
treaty will be discussed. 

The Cabinet left the matter undetermined. The British 
delegates went forth to Paris in January 1919 with tlie Treasury 
Report, a Board of Trade Report, which reached similar conclu¬ 
sions, and the Hughes Report in their pockets. Keynes, although 
anxious, was not )Tt desperate, siix c he was sure that Wilson 
would not agree to exacting the whole cost of the war from 
German). 

He went to Paris as principal representative of the Treasury, 
with power to S])cak, when necessary, for the Chancellor of the 
Exchequer. Members of ‘‘ A ” Dhision — Dudley Ward, Falk, 
Geoffrey Fry — went with him. Later, he also had the services 
of Mr. Harry Siepmaun,^ who returned from active serxice. 


J. M. Keynes to Mrs. Keynes^ 14th January igig 

Majestic Hotel 

At last c)n Friday I travelled over here with Lord Reading and 
soon found myself in the full swing of affairs. I write in haste as 1 
am off to Germany for a few days in a quarter of an hour. But 1 
give you yesterday as a sample. 10 a.m. Armistice Committee to 


^ Sinrr 1945 a Director of the Bank of Paigland. 
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settie the renewal terms with Germany, Foch piesiding; ailter a 
short time Bonar Law left me alone and I had to lift up my voice 
loudly against the French; as a result deadlock and the matter 
referied to the Supreme War Council in the afternoon. 12.30 Con¬ 
ference with the Americans. 1.15 rcpoit morning's lesults to Bonar 
Law. Lunch with Lord Reading. 2.30 Supreme War Council, 
which was extraordinarily interesting — Wilson, Clemenceau and 
all of them there; Bonar Law and Wilson strongly supported my 
view and Klotz, speaking for the Ficnch, was completely defeated. 
4.30 Supreme Council of Relief and Supply which lasted to dinner 
time; after dinner Treasury bag from London and finally bridge. 

These days in hot French rooms are very tiring. 

As I am British Financial representative to go with Foch to meet 
the Germans I am now off to Treves, to anange amongst other 
things the sale of food to them, where 1 expect to meet the J^re&ident 
of the Reichsbank. 

There is an enormous crowd here and as you may imagine a 
perpetual buzz of chatter, gossip and intrigue. 

The Armistice terms stated that ‘‘ the Allies contemplated 
the provisioning of Germany to the extent that shall be deemed 
necessary This was taken to mean that the Allies would relax 
the blockade to this extent, but not that they wcnild pio\ide the 
food gratis, Germany must pay. But how ? She had at the 
moment no surplus of goods waiting at the ports for exportation. 
In the immediate future, payment could only be made in gold or 
foreign securities. But this the French had not been willing to 
permit, since they regarded these assets as earinarktxi against the 
reparations account. So no food was going into Germany, and 
the position there seemed likely to dctcuoralc. The Aimistice had 
to be renewed each month, and when Keynes wrote the letter 
quoted, Marshal F\>ch was about to mount his tram for talks 
with Germans at the frontier regarding the second renewal. I will 
not give the details of these negotiations, as Keynes has himself 
supplied a sparkling account of them m the Memoir entitled 
‘‘ Dr. Melchior The delivery of food was not achieved for an¬ 
other two months, since the Irienth remained unwilling for gold 
to be used in payment. This refusal, on technical giounds, for 
a period of four months, of the food promised at the Armistice 
was a graver wrong than the more commonly cited “ continuance 
of the blockade The British troops were sickened by the 


^ Two Merrmrs 
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spectacle of ill and hungry children, and the wrath of Lloyd 
George at French obstruction was finally aroused, There was 
also the fear that Bolshevism might spread into Germany, and 
this was the political argument most frequently used in the interest 
of humane treatment, Keynes, critical as he was of Lloyd George 
on many counts, gives a fine description of his passionate onslaught 
on French obstruction at a meeting on 8th March. Even Clemen- 
rcau was overwhelmed by the fire and fury of it, and the main 
point was gained. 

The French, however, still had one obstructive ruse in reserve. 
On tlie second occasion of the renewal of the Armistice, it was laid 
down that the Germans must hand over their mercantile marine, 
the need for ships to carry food to them being put in as a justi* 
fication for adding this fresh demand. (Everyone knew that the 
terms of peace would include a surrender of the merchant fleet, 
but it was not included in the original armistice terms.) In 
January and Februaiy the Germans had delayed handing over, 
since, until they were allowed to use their gold to buy food, they 
saw no prospect of obtaining any. On 8th March the French 
insisted that the Germans should express unconditional willing¬ 
ness to hand oxei’ ilieir merchant fleet, regardless of the food 
qtiestion, and that only after they had undertaken to do so, 
would they be told that they would be allowed to use their gold 
lor food. The French may have reckoned that the Germans, 
not yet knowing the second branch of this double proposal, would 
refuse to comply with the first, so that there would be more delay. 
But Idoyd George was in earnest now. He informed the First 
Sea Lord, who represented Britain on this formal occasion of the 
final demand for the surrender of the German merchant fleet, 
that he must use all means necessary to see that the negotiations 
in rcgaid to food went through successfully. The First Sea Lord's 
Cfliid* of Staff sought the hcl]> of Keynes, who on a previous 
occasion had had some conversation on the side with Melchior, 
the principal German delegate. It was a satisfaction to him to 
be able, again on the side but this time in association with a 
representative of the British Navy, to tell the Germans that they 
could solidly count on a release of gold for food, if they first 
agreed to hand over the fleet. French obstructionism was at last 
overcome. 

All those who met Melchior were impressed with his dignity 
and integrity. Although he eventually refused to be a parly to 
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the Treaty of Versailles and resigned, his bank in Germany 
did not dare allow his picture to remain on the walls of its 
parlour when the Nazis attained power. He happened to be 
a Jew. Keynes often told a story which is not included in the 
Memoir. Melchior was being particularly obstinate on a certain 
point, no doubt under instructions. If you go on like that, 
Melchior/’ Keynes said, we shall think you are as difficult as an 
Ally.” The rage of his French colleagues may be imagined. 

Shortly after the first negotiations in January, Keynes took 
to his bed with influenza. The epidemic raged furiously among 
the British delegates somewhat later; many left Paris and did 
not return; it is conceivable that this thinning out w^as a source 
of weakness in the very critical days before and after the presenta¬ 
tion of the peace terms, and that, but for the influenza, we might 
have had a slightly better Peace Treaty. Keynes tells us in his 
Memoir how he went off to recover at the house of his friend 
Madame Bussy, on the Riviera, where six years earlier he had 
been at the door of death. But he does not add thac he was up 
to his old tricks again, and. having visited Monte Carlo, had to 
borrow from Madame Bussy the wherewithal to get him back to 
Paris. 

From the end of December a body had been functioning in 
Paris, known as the Allied Supreme Council for Supply and 
Relief. On 8th February, this was transformed into the Supreme 
Economic Council. Keynes was the official Treasury representa¬ 
tive. Lord Robert Cecil was the principal British repre^sentative 
and took the chair, dejwe by rotation, but de facto at every meeting. 
This Council was concerned with transitional ])robIems. Until 
peace was signed, inter-allied control of finance, shipping, food, 
materials, etc., had to be maintained. This was familiar territory 
for Keynes, and he was able to carry on in Paris with the good work 
of ‘‘ A ” Division. Whatever else may have happened there, the 
Supreme Economic Council continued to function efficiently. 
Mr. Baker wrote : ^ 

Out of these, during the Peace Cunferenre, developed the 
Supreme Economic Council, which liecame for a brief time a kind of 
economic world government: the greatest experiment ever made in 
the correlation, control, and direction, in time of peace, of inter¬ 
national trade and finance. In some ways it was the most interest¬ 
ing and significant, because it was the newest, aspect of the Paris 

* Woodiow Wdson and World Settlement, vol, ii, p. 335. 
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Conference. Military and political alliances and cooperation are 
not new in the world, but such a degree of economic cooperation 
never before existed. 

It was a little nest of liberalism in the Paris wilderness. The 
principal French representative, M. Loucheur, was a much more 
reasonable man than M. Klotz. Keynes had scope here for useful 
work. 


J. M, Keynes to Dr. J. JV, Keynes^ i6th March igig 

... I am Deputy for the Chancellor of the Exchequer on the 
Supreme Economic Council with full powers to lake decisions ; also 
one of the two British Empire representatives on the Financial 
Committee of the Peace Confeience; chaiiman of the Inlei-Allicd 
Financial Delcgal<'s in Armistice Negotiations with Germany ; and 
principal Treasury Representative in Paris. All of whidi sounds 
ratlier grander than it is, — but it's a full da)\ occupation. 

On 23id January a Commission on Reparations was formally 
constituted with irntruction to report on the amount whicli 
enemy countries ought to pay and on what they were capable 
of pa)ing. The Great Powers eadi had three rcpiesentatives. 
Keynes was not among the British; the Bridsli Treasury and Board 
of Trade were both unrcpiesentcd. This point has not been 
sufficiently sticssed. It is one thing to resign, as Keynes ultimately 
did, but critics might hold that a great man should have been 
able to influence decisions so that lie did not liave to resign. 
It is important to emphasise, therefore, that Keynes was not on 
the body whic h was forniall) responsible for the matters in question. 
His official work in Paris was mainly concerned with the purely 
transitional matters looked after by the Supreme Economic 
Council, and with carrying out any other incidental Treasury 
business that might arise there. In regard to backstairs influence, 
it must be remembered that this was largely exerted by Lloyd 
George’s ‘‘garden suburb”, and Keynes did not belong to that 
either. There Philip Kcrr^ ruled the roost. 

Lloyd George’s nominees to the Reparations Commission 
were Hughes, Cunlifie and Sumner. AVe have already had a 
glimpse at the mentality of Hughes and Cunlilfe. In his Memoir? 
of the Peace Confer erne (1939) Lloyd George writes as follow^s with 

^ Lalci bold Lotluau, British Ambassador in W ashiiij^aon, 1939 1910. 
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reference to the Report of the Hughes-Cunliffc Committee in 
December 1918 : ^ 

Mr. Bonar Law and I regarded the conclusions of this Report 
as a wild and fantastic chimera. It was inctedible that men of such 
position, experience and responsibility should have appended their 
names to it. 

Why, if such was his view, did he appoint these same men only 
six weeks later to the Reparations Commission, to the exclusion 
of representatives of the British Treasury and the British Board 
of Trade ? Lord Sumner was a judge of high repute, but of no 
financial knowledge. He appears to have been a man of narrow 
views and took the ordinary line that the Germans should be 
thoroughly trounced; he thought his duty well discharged in 
using his legal abilities in support of Cunlific. In a note to Philip 
Kerr, dated 25th March, Keynes quoted the following trenchant 
observations upon them 1 )) Norman Davis, the American Treasury 
representative : 

If we can quiet down the Heavenly 'Lwins [Lords (uunlilfe ?ind 
Sumner] by agreeing any fool report lot the Tlnec and then get rid 
of them by winding up the Commission, wc can aiound wiili 
some human beings and start quite afresh, 

>U I 

It was wrong that the British heen 

represented on the Commissim^^"^ official knew 

Keynes’ views, no dc^ibt pjincipal course 

of his acrobatics, he /)egan to wisu ^ reparations, he 

could produce Keydes out of his hat. ‘^'^Ihis is Mr, Keynes; 
he is here representing tlic British Chancellor of the Exchequer, 
and what he says has the Chancellor’s authority. 1 should feel 
the gravest difficulty in comiuijting rn> country to a course ol 
action flatly opposed to the express advice and considered con¬ 
viction of my Chancellor of the Exchequer; I cannot do it. You 
must find me a new ChancelkT, gentlemen.” But Llo\d George’s 
wot take. t\v\s twTw. 

As it turned out, the dehherations oi the ^ep<xrations Com¬ 
mittee, so far as any positive piuposals were coruciucd, were 
I > futile. But the British members exerted a crucial influence at a 
3 Aria uf f , I do not believe that the upshot would ha\e been 
} had Keynes been on the Commission representing 


P. S05. 
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the Chancellor of the Exchequer. Had he been a co-equal 
member with Sumner, speaking with the authority of the Chan¬ 
cellor, Sumner would have liad to give close attention to his views 
and arguments.^ Sumner may have been a bigot, but he was 
also a judge and thereby trained to listen to arguments when 
these are advanced in court. Keynes’ arguments happen to 
have been quite impregnable, and he was a matchless advocate 
on occasion. This would have been his supreme hour. Before 
Lord Sumner he would have deployed argument upon argument 
with ice-cold logic and piTcision; no time for rudeness now, 
or for fancy; not the flicker of an eyebrow; just the unanswer¬ 
able case. He would have been at the top of his bent, keyed 
up by his passionate intellectual contempt for the trash of Hughes 
and Cunliffe, and from far away, from some remote recesses of 
his being, would have come the distant, but distinct, voices of 
Duncan and the others — “ go on . . . go on . . . remember 
your pledge, remember that all that wc hold dear and all that 
you hold dear is at stake, and that decent living for many genera¬ 
tions will depend on how you state this case 

But it was not like this at all. The opportunity did not arise. 
Keynes had to rely on unoflicial methods for spreading his views, 
save for the occasions when it might be Lloyd George’s whim to 
consult him. Readers of his book, who judge his stature by it, are 
in danger of over-estimating his importance in Paris. His abilities 
were still unknown, except to the British Treasury and to some 
circles of London soc icty. Tlie Treasury officiaL knew his capacity 
to handle matters entrusted to him. But it was not supposed by 
them or anyone else that he would play an important part in 
peace-making. His youthfulness itself was a handicap in a gather¬ 
ing of the most famous statesmen of Europe. Did he make 
suflicient eftorts to draw attention to his own existence? It has 
been suggested that be relied too much on the inherent soundness 
of the documents he wrote, and did not do sufficient lobbying ” 
among other mcmbcis of the British staff of his own standing. 
In the Civil Service it is important that o? difcmt 

ministries should be aw^are of* each other's views and play into 
each other’s hands. It is interesting to notice that in the Diary 
of the Peace Conference which Mr Harold Nicolson has pub- 

* Anslcn (Chamberlain instructed that on the Supreme Ec onomic Counca Keynes 
should be received on the same footing as I should if I were present, namely tliat of 
a full member with full rights of speech and decision’'. 
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Eshed, the first reference to Keynes is on 28th May, which was 
towards the end of the proceedings. He notes Keynes' views as 
though they were new to him. 


Extract from Diary of Mr. Harold Nicolson 

May 28 . Lunch with Maynard Keynes. Discuss reparation 
chapter of the Austrian Treaty. We are fully agreed of the absurdity 
of applying to Austria the German reparation and indemnity 
clauses, . . . Keynes is very pessimistic about the German Treaty. 
He considers it not only immoial but incompetent. The Germans 
can gain nothing 1 >y signing and lose nothing by refusing to sign. 


Letter to Vita Sarkville-West^ 28th May 

. . . Keynes has been too splendid about the Austrian Treaty. 
He is going to fight. He says he will resign. 


Mr, Harold Nicolson to his father [Loid Cainock)^ 8th June 

... I have tried, with the help of the Treasury man, who is 
first-class, to water down the Austrian financial clauses, but was 
told by Sumner to mind my own liusincss. Anyhow I think we shall, 
provided Llo\d George wins his battle, get the C^ermans to sign. 
God help us if w^c can’t! I’hey wall have us at their mcTc y. 

It is a well-established fact that there was insufficient getting 
together or pooling of ideas by the experts in Paris. All were 
working at full pressure, attending to day-by-day crises, as well 
as mapping out the future of Europe. Their various proposals 
were submitted and modified by the Big Three, no doubt usually 
in a sense hostile to the enemy. They knew little of what the 
others were doing. It came to them all as a great shock when they 
first saw the Treaty as a whole immediately before it was presented 
to the Germans. The cumulative eflect of acberse decisions 
separately taken had produced a Treaty which, considered as a 
whole, was quite different from what any of the experts had 
envisaged. Thus Keynes was not alone in being in imperfect 
liaison wdth all the other experts. 

He did what he could. Mr. Alwyn Parker, the British 
Establishment Officer in Paris, produced some tea in the afternoon, 
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at which Eyre Crowe, Tyrrell and others of the Foreign Office 
appeared. He recalls that Keynes was often there, and his views 
would thus be well known to the leading members of the Foreign 
Office. Parker kept a diary and noted down this portrait by 
Eyre Crowe, which, although inaccurate in some respects, gives 
a typical account of the impression made by Keynes upon an 
intelligent observer who did not know him well. 

Then the Frenchman began talking about ce dr die de corps Mon¬ 
sieur Keynes^ who always carries argument to a logical extreme and 
overworks self-determination to such a point, regardless of history, 
tradition, and geographical propinquity, that he would even bestow 
it on Les lies Sorhngues or the Isle of Wight. Crowe said : ‘‘ Oh, you 
don’t understand Keynes, and for that matter neither do I, but a 
great deal depends on his health. He is an artist and a bit of a 
genius who knows quite a lot about his own job and has picked up 
something all round. Put him in the Treasury and he has the 
horizon of a cupboard; but plant him in front of a large map and 
he has the range of an eagle, quicksighled and farsighted in his own 
purvaew, though in pc^itics his illustrations are seldom closely 
related to the logic. I'hat is because he has as little aptitude or taste 
for politics as }ou or I have for th(‘ refinements of economic specula¬ 
tion. But he is a very clever man and has the talent of the gf>od 
learner. T am much mote sanguine than I was that he will end by 
realising what is possible and reasonable even in regard to self- 
determination. Then he will step forward with the convictions of a 
proselyte and the pretensions of a prophet. And he will do it very 
well, for when he is at his best every word tells and he has the gift of 
getting the greatest possible meaning into a small compass. Like 
Mme Du Defland : il dit d'un scul mot tout ce quun mot pent dire. He is 
a truly remarkable man and has a kind of critical intuition only to 
be paralleled by that of some of our gicalcst histoiians and scientists. 
1 cannot myself cross-examine him aljout his figures as to the level 
of Reparations, but there are people who will not admit them as 
accurate. The bent of his mind is of that peculiar type that he takes 
a positive delight in argument for its own sake. Many of us who had 
freqtient contact with him during the War have learnt to our cost 
that he only sees, for the time being, the point he has set himself to 
prove, and regardless of the fart that he has proved something very 
different yesterday, and is very likely to prove something different 
still tomorrowc He can bring a converging series of arguments to 
bear upon a single point, so that lie succeeds in making everything 
else seem to have a minor interest to othei persons, and it is doubtful 
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if k even has a subordinate interest for Keynes himself His opinions 
are in a perpetual state of progress, and therefore of apparent flux. 
He never shrinks from paradox and sometimes seems to aim at it for 
its own sake. He has not much of the smvtier in modo, but he*s a 
delightful companion and does some very kind acts by stealth. 

On ceitain occasions Keynes was able to work closely with 
Lloyd George. Mr. Dudley Ward recalls an episode. Theie 
was a very tangled question concerning shipping in the Adriatic, 
which had to be settled by the Council ol Four one afternoon. 
Over lunch Keynes and Ward reached the conclusion that they 
had briefed Lloyd George foi the meeting in a sense diametrically 
opposed to British inter e::>ts. They rushed round to the meeting. 
Lloyd George was at his seat in the semicircle round the fire 
and already speaking to the subject; Dudley Ward judged that, 
since the arguments were so tangled and Biitish self-interest must 
not be too blatantly advanced, nothing could now be done. 
Keynes, however, took up half a sheet of notepaper on which, 
having advised Llo)^d Geoigc to levcrse the British demand, he 
summarised with a brevity ^VaTd would not have believed possible 
the arguments supporting this change Kevnes passed the paper 
to Lloyd George, who looked at it quickly and piocceded. He 
continued on the same lines as before. Waid was confirmed in 
his idea that it was too late to do anything. But gradually, as 
they listened, a gentle trickle oi thought of a new kind began to 
appear in Lloyd George’s pleadings. And then slowly, as he took 
plenty ol time in making his c ase, the whole trend w’as transformed, 
and he was soon using all Keynes' aigumciits on the opposite 
side ; he added an admirable one of his own. He carried the day^, 
and Waid is sure that the others did not pciceive the change ol 
front. It was the finest example w^hich he ever knew of co-opera- 
tion between two master minds to achieve w^hat at first seemed 
quite impossible. If only there could have been like co-operation 
between them in the whole business of peacemaking ! 

During January and February little progress was made on 
reparations (or on other questions). On the Commission there 
was a complete deadlock. The Americans refused to agree to 
the French and British demand that the Germans should pay 
the full cost of the war, on the ground that it was contrary to the 
terms of the Armistice. But already in February the Americans 
were making certain approaches to the French, w^hich were to 
render the Sumner-CunlifTe policy abortive. The Americans 
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pointed out that, if the full cost of the war was pnt into the bill, 
the French would get a much smaller share than if the claim 
were confined to reparation of damage proper. And as even 
the French may have had a suspicion, in their heart of hearts, 
that the full amount would never be paid, they saw that it might 
be against their interest to be put down for a smaller share in 
a larger amount rather than tor a larger share in a smaller one. 
It was also hinted to the French that it might be possible to per¬ 
suade Wilson to agree to an affirmation of Germany’s theoretical 
liability for the full cost of the war, so long as their contractual 
liability was limited to the amount authorised in the Armistice 
terms. Such an affirmation might appease popular clamour in 
France. This was the origin of the famous “ war-guilt ” clause^ 
which aroused such indignation in Germany in the intcr-war 
period. It was not originally designed to humiliate the Germans 
but to reconcile the French and American points of view.* 

At the outset the Reparations Commission appointed three 
sub-committees. No Power had more tlian one representative. 
The British appear to have managed things well, since Sumner^ 
Cunlifl'e and Hughes were the chairmen of the three sub-com¬ 
mittees. The deadlock continued on the main questions of what 
Germany was liable to pay and what she was able to pay. 

There was an interlude in the last part of February and 
beginning of March, when Wilson, Lloyd George and Clemenceau 
were out of action for different reasons. When Lloyd George 
returned, full of zest for getting to grips, hope revived. It was 
decided, on loth March, to set up a committee of three ‘‘ experts ”, 
to report directly to the Council of Four on reparations. These 
were Norman Davis Loucheur (France) and E. S. Montagu 

(Britain), This was the Montagu who was President of the Cam¬ 
bridge Union in Keynes’ first term and had invited him to speak 
on the paper ” ; he was now Secretary of State for India and 
a good Liberal. His appointment was certainly hopeful, and he 
would take Keynes’ advice. This committee soon got away from 
unrealities. Montagu and Davis agreed upon £2000 million (the 
figure of the original Treasury draft) as the amount that Germany 

Wl is interesting to notice that Keynes, for all his prescience about so many 
inatleri», did not t>erceive that this clause would be a cause of trouble. With reference 
to XI he wrote: “ So far, however, all thrs is only a matter of words, of virtuosity of 
draftsmanship, which dot's no one any harm, and which probably seemed much more 
important at the time than it ever will again between now and Judgment Day. For 
substance we must turn to Annex 2 Eemomte Consequences of the Peace^ p. 141), 

R 
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would be able to pay and Loucheur is said to have admitted 
that he agreed privately, although he could not be so quoted.^ 
A report was suddenly required of them on 15th March, They 
did not dare to present so low a figure, and, instead, put forward 
the figure of ^3000 million, with another ^^3000 million to be paid 
in German currency, which should only be converted when 
conditions were favourable. In view of this last proviso, the 
proposal was not unreasonable. According to Mr, Burnett, 
Lloyd George and Clemcnccau were both convinced.^ 

But on 17th March a memorandum came to Lloyd George 
from Hughes, Cunliffe and Sumner proposing a payment to 
rise to £600 million a year in 1926 and to run for about thirty- 
five years thereafter.^ Such figures were still not far from the 
realms of fantasy. On the next day the “ experts ” were sum¬ 
moned back by the Council of Four and told by Lloyd George 
of the official British proposal. In these circumstances Lloyd 
George stated that he could not abide by the finding of the 
“ experts 

At this point he invited Keynes to propose a scale of payments 
which would yield a total sum of £^000 million. This must have 
been painful work for Keynes. But at least Lloyd George’s 
tendency to break away from the “ Heavenly Twins ” was wel¬ 
come. He worked out a scheme, with the assistance of Mr. R. H. 
Brand, which had rising annual payments, and reached a maxi¬ 
mum oi£^00 million a year in 1951-60, Although this involved 
total payments of £ 11,000 million in all, at 5 per cent the present 
value was only £^^00 million.^ This w^as unsatisfactory, since 
the figure of ^^3800 million was deemed to be politically unaccept¬ 
able, It seems strange that it was always taken for granted that 
the wrathful masses, whose profound ignorance on these economic 
topics has been so often cited as the main obstacle to a wise settle¬ 
ment, had a perfect understanding of the significance of these large 
figures and would at once judge that;j{^38oo million was a puny sum. 

However, at this time, Lloyd George is said to have told the 
Americans that £^000 million would be acceptable to him, if 
only they could get Sumner and Cunliffe to agree.^ W^c sec 

^ Reparation at the Peace Conference, by P. M. Burnett, vol. i, p. 54. The statement is 
based on the authority of Mr. Dav is. 

^ Op. nt p. 56. 3 Lloyd George's Memoirs of the Peace Conference^ p. 334, 

They accordingly felt it necessary to add a footnote showing a Steepler graduation 
of payments, which would give a present value of about £4800 million, but they 
deprecated this footnote. s Burnett, vol. i, p. 59, 
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clearly the baleful influence of these two. They were associated 
in the public mind with stern treatment, and Lloyd George was 
not prepared to face his public on a settlement which lacked 
their blessing! It was at this time that he went to Fontainebleau, 
taking Philip Kerr and others of the garden suburb with him, 
and composed a memorandum (25th March) which was liberal in 
sentiment. This did not move the French, however, and led to the 
interchange of sarcastic letters between him and Clemenceau. At 
the same time (25th March) a memorandum by Claude Lowther, 
to the effect that Germany should bear the whole cost of the war 
was circulated to all members of Parliament and published in the 
The Times, Lloyd George scented dangers at home. 

Meanwhile two major developments were taking place in the 
reparations discussion which determined the final settlement. 
The first was the idea that no total figure for reparations 
payments should be mentioned in the Peace Treaty, that being 
left to be determined by a permanent Reparations Commission 
(to be distinguished from the Reparations Commission of the 
Conference). This plan has been severely criticised. It meant that 
Germany could not regain credit-worthiness for a long period. 
No one knew whether those who sought for impracticable sums 
would not prevail on the Reparations Commission. I'he United 
States was at that time, as she has been once more, the main 
source of credit. But it was perfectly clear then that this credit 
would have to come, not by way of government loans, but 
through the operations of private financiers. Therefore, to 
render Germany uncredit-worthy for a long term of years was 
to make it impossible for her to find means of recovery or to 
pay substantial reparations. The whole of Europe would suffer 
accordingly. 

It is easy to see why the plan was attractive at the time. 
Those who really hoped to exact very large sums were not being 
invited to surrender their claims. Those who only wanted to 
maintain the appearance of exacting large sums, to satisfy their 
constituents, had their faces saved. Genuine liberals could argue 
that, when passions had had time to cool, the Reparations Com¬ 
mission would abate its demands and had powers enough to 
wangle a satisfactory settlement, despite the clauses of the Peace 
Treaty. Lloyd George has argued that such was his own view; 
that the American, British and Italian representatives would 
together have formed a majority on the Commission in favour of 
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leniency; and that it was the defection of the Americans which 
upset the applc-cart.* 

Between 25th and 28th March there was a last desperate 
attempt to reach an agreed figure, Sumner, Cunliffe and Keynes 
negotiating for the British ! On 28th March the Council of Four 
decided that no figure should be inserted in the Treaty. 

The second development was the British proposal that the 
value of separation allowances and pensions should be classed as 
damage inflicted upon the civilian population, in accordance 
with the Armistice terms, and added to the reparations bill. In 
regard to this Keynes wrote: If words have any meaning, or 
engagements any force, we had no more right to claim for those 
war expenses of the State, which arose out of Pensions and 
Separation Allowances, than for any other of the general costs of 
the war. And who is prepared to argue in detail that we were 
entitled to demand the latter ? ” ^ Mr. Burnett has indeed shown 
conclusively that the ITench and British understood quite well 
at the time of the Armistice that they were signing away their 
right to demand the full costs of the war.^ But if Wilson could 
be persuaded that the inclusion of separation allowances and 
pensions was right, a compromise might be effected. Such a 
formula would yield a large enough total for tlie French realists 
to feel that it was as much as thev were ever likely to get; it 
would satisfy the British. But at first Wilson held out. Oddly 
enough, he was finally convinced by a memorandum from General 
Smuts, the most enlightened of all the plenipotentiaries at Paris. 

Smuts felt indignant that under the pure Wilsonian formula 
Britain would get so little by way of reparation. He had it in 
mind that she, and not France, had been bearing the main bnint 
of the war during the last two years, both in fighting man-power 
and in money. The device of including pensions and allowances 
would secure a larger share of payments for Britain. As, in Smuts’ 
view, the bill, even without allowances and pensions, exceeded 
Germany’s capacity to pay and would therefore not be demanded 
in full, Germany would not suffer from the inclusion of these 
items also. They would swell the theoretical total, but would not 
increase what was actually demanded, only altering its distribu¬ 
tion among the Allies. It might have been possible to justify such 
a device if the Allied representatives had been sensible people, 

^ Memoirs of the Peace Conference^ p* 341. 

* Economic Consequences of the Peace, p. 144. 3 Burnett op at, ch. r. 
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working together in cordial amity, and had there been no question 
of asking Germany to pay more than she was really able to. In 
the actual conditions of Paris, it was ill-starred. 

On the 1st April Wilson agreed to the inclusion of pensions 
and allowances under the influence of Smuts’s memorandum. But 
the battle was not yet lost, for one major point remained to be 
settled, and a right decision on this would render the inclusion of 
pensions and allowances nugatory. This was the question of the 
time limit. Throughout these discussions Lloyd George empha¬ 
sized that the bill against Germany should be cleared within the 
lifetime of the generation that made the war. I'his was usually 
taken to be thirty years. So long as this time limit was observed, 
it seemed clear that Germany could not be asked to do more in 
total than meet the bill as assessed before the inclusion of pensions 
and allowances. Thus, when, after three days of heated debate 
among the experts, the point about the time limit came for deci¬ 
sion to the Council of Four on 5th April, Mr. Davis was able to 
say that President Wilson fiad conceded pensions on the theory that 
this would not materially increase the actual amount Germany would have to 
pa}\ but would rather affect the method of distribution^ because we regarded 
Germany's capacity as being agreed to as within the ^o-year limit This 

was the Smuts view. Wilson’s decision about pensions was the 
one for which Keynes took him most severely to task. But it 
seems that the really operative decision was made by the Council 
of Four on 5th April (House then representing Wilson, who was 
unwell), when the proposal to insert a time limit in the Treaty 
was dropped. Thereafter it was no longer possible to argue that 
the Germans would not feel the full weight of the indusion of 
pensions and allowances, and that this only affected the distribu¬ 
tion of the spoils among the Allies. Here we have a striking 
example of how Wilson’s position was whittled away. 

It is interesting to observe that the major vital decisions (no 
fixed sum, inclusion of pensions and allowances, no time limit) 
were reached before the famous telegram from 380 Conservative 
members of Parliament arrived on 8th April. None the less the 
moral of those who stress the importance of this telegram is correct. 
Lloyd George’s subservience to Sumner and Cunliffe reflected 
his fear of hostile Conservative criticism at home. 

Thus Keynes’ hopes were dashed and unreason prevailed. 
But it was difficult on this, as on other occasions, to cast him 
* Burnett, op, cii. vol. i, p. 829. 
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down. Defeated on one line, he sought another way out of the 
difficulties. He fell back on his position as chief British representa¬ 
tive on the Supreme Economic Council. This was responsible 
for the actual economic conditions of the moment, which were, 
in all conscience, sufficiently deplorable. Help was given day 
by day, but this could not go on indefinitely. There was clearly 
a gap between the present time and that happy time when 
Germany could comfortably pay ;£’500 million a year or whatever 
it might be. Was it not the duty of the Supreme Economic 
Council to endeavour to bridge this gap ? Accordingly Keynes 
worked upon a scheme, which was known for a time as “ The 
Keynes Plan This was for an issue of /^looo million bonds by 
the German Government (and proportionate issues by the other 
enemy governments), one-fifth to be used for the purchase of food 
and materials, and four-fifths to be payable on reparations account. 
Interest was to be guaranteed jointly and severally by the enemy 
states, with priority over Reparations payments, and to be undcr- 
WTitten by the Allied and Associated governments, as well as 
by the Scandinavian governments and Holland and Switzerland, 
in certain proportions. These bonds were to be acceptable as 
first-class collateral for loans by all central banks. The effect 
might be that Federal Reserve Banks of the United States would 
be asked to make a loan for the whole amount, or a great part 
of it, and this loan would temporarily finance not only the 
immediate payment of reparations by Germany, but also the 
immediate payment by the other Allies of the interest on their 
debt to the United States. It would prevent Germany being 
immediately stripped of all her working capital and would assist 
the European Allies to carry their heavy burden. It was indeed 
a sort of Marshall plan, albeit on a smaller scale. Europe w^ould 
be screened from the immediate catastrophe which would take 
place when the reparation clauses of the Treaty came into opera¬ 
tion. It would cover a period within which a change of heart 
might occur among the Allies, so that, after all, the European 
position might be saved. 

He spent a week in England in the middle of April. 

J, M, Keynes to Mrs. Keynes^ lyth April igig 

46 Gordon Square 

I have been kept about here until to-day getting through the 
Cabinet a grand scheme for the rehabilitation of Europe. 



FIRST WORLD WAR 


AEir. 35] 


247 


Austen Chamberlain (Chancellor of the Exchequer) wrote to 
Lloyd George warmly supporting the Keynes Plan. 

Lloyd George sponsored the scheme in Paris and wrote a fine 
covering letter to President Wilson. But this time it was the 
Americans who would not play. The U.S. Treasury affirmed that 
it was unthinkable that Congress would authorise an arrangement 
which might involve the Federal Reserve System in making a 
large loan of this kind. The U.S. Treasury argued that already 
since the Armistice they had authorised loans to Europe amounting 
to £600 million, a large sum for peace-time, — their loans during 
the war had amounted to £1400 million, — and that Congress 
would go no further. Keynes’ life repeated itself. Was not his 
last great work doing with success what he failed to do in 1919? 
The attitude of the Americans had changed meanwhile. 

They had a good excuse in igrg for rejecting this pro¬ 
posed liability. In replying to Lloyd George, President Wilson 
wrote : ^ 


You have suggested that we all address ourselves to the pro])lem 
of helping to put Germany on her feet, but how can your experts dr 
ours be expected to work out a new plan to furnish working capital 
to Germany when we deliberately stcart out by taking away all 
Germany’s present capital ? How can anyone expect America to 
turn over to Germany in any considerable measure new working 
capital to take the place of that which the European nations have 
determined to take from her? Such questions would appear to 
answer themselves, but I cannot refrain from stating them, because 
they so essentially belong to a candid consideration of the whole 
difficult problem to which we are addressing ourselves, with as 
sincere a desire as that of their colleagues to reach a serviceable 
conclusion. 

Commenting on this, Keynes wrote to Philip Kerr: 

The President’s letter, as it stands however, indicates a spirit far 
too harsh for the human situation facing us. In particular, it is 
surely impossible for the Americans to disclaim responsibility for the 
Peace Treaty to which, wisely or not, they have put their name 
equally with the other governments. . , . It is also worth remember¬ 
ing that while the Americans greatly niticised the aggregate of the 
indemnity they did not, so far as I remember, oppose the initial 
1000 million.^ Yet the force of the President’s letter entirely turns 

* Woodrow Wthon and World Settlement^ by R. S. Baker, vol. iii, p. 346. 

* This had to be paid by the Germans before 1st May 1921. 
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on the inadvisability of exacting this sum of £iqoo million. . . . 
Nevertheless controversy on the above lines would be vain. There 
is a substantial truth in the President’s standpoint and wc can only 
look for fruitful results out of the discussions of the new committee. 

Despite this set-back Keynes’ initiative might have had some 
effect. On 9th May the Council of Four set up a Committee of 
Experts (with Lord Robert Cecil and Keynes for the British 
Empire) to deal with the problem. Their report was presented 
on 4th June. The trouble was that the Americans had been 
unable to offer much money. None the less, this Report, agreed 
by British, French and American delegates, grappled with the 
problems confronting Europe, and, if the discussions had been 
kept alive, the Americans might have been Jed on to a more 
helpful attitude. But the Council of Four had lost interest, and 
it never considered the Report. The labours of its collaborators 
had been in vain. 

After his return from London in the third week of April, 
Keynes had found that Montagu, to whom he had been re¬ 
ferring for ministerial decision, had left Paris. At the sug¬ 
gestion of the Chancellor of the Exchequer, an arrangement 
was now made by which, when he needed ministerial guidance 
on the spot, he should go to General Smuts, In April he was 
attending the Council of Four regularly when financial and 
reparations questions were discussed, often as the senior British 
official immediately behind Lloyd George. This was the phase 
of tidying up for presentation to the Germans. The clauses did 
not get more lenient in the process. 

The Peace Treaty was presented on yth May; German com¬ 
ments soon began to come in and their full-length reply was 
received on 29th May. Keynes in his book stressed the point 
that, while Lloyd George was now prepared to make concessions, 
Wilson’s attitude stiffened. The latter had persuaded himself 
that the Treaty, as drafted, was in accordance with his principles, 
thereby greatly deceiving himself; to admit the German criticisms 
would imply that he had betrayed bis own cause; this was 
psychologically impossible for him. It should be observed, how¬ 
ever, that on the question of reparations he was in this phase 
still trying to get a more reasonable settlement, including the 
naming of a fixed sum. 

Keynes made a last despairing attempt in a note handed to 
Lloyd George on 2nd June, on the basis of the Germans under- 
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taking the physical restoration of France and Belgium. In this 
note he estimated the total claims against Germany (including 
pensions and allowances) at ^(^6300 million.^ He suggested a 
deduction from this sum, on the Austrian precedent, of a share of 
reparation attributable to territory to be ceded under the Peace 
Treaty. He suggested that this would leave ;;(^5000 million — a 
convenient sum, as the draft Treaty had made specific provision 
for the payment of at least that amount. From this he deducted 
£2000 million for the physical restoration and proposed that the 
Germans should be required to pay the balance of ;^30oo million 
spread over a reasonable period, without interest. But it was all in 
vain. The American battle to get a fixed sum inserted failed. 

The Treaty was signed on 28th June, but Keynes had already 
left Paris. 


J, M. Keynes to Mrs. Keynes^ 14th May igig 

It must be weeks since I’ve written a letter to anyone, — but I’ve 
been utterly worn out, partly by work partly by depression at the 
evil round me. I’ve never been so miserable as for the last two or 
three weeks; the Peace is outrageous and impossible and can bring 
nothing but misfortune behind it. Personally I do not believe the 
Germans will sign, though the general view is to the contrary {i.e. 
that after a few moans and complaints they will sign anything). 
But if they do sign this will be in many ways the worse alternative; 
for it is out of the question that they should keep the terms (which 
are incapable of being kept) and nothing but general disorder and 
unrest could result. Certainly if I was in the Germans’ place I’d 
rather die than sign such a Peace. 

Well, I suppose I’ve been an accomplice in all this wickedness 
and folly, but tlie end is now at hand. J am writing to the Treasury 
to be relieved of my duties by June i if possible and not later than 
June 15 in any event. So I may just be back in time for the tail end 
of the May Term. 

Apart from any other reasons, I am quite at the end of my tether 
and must have a holiday. 

I’ve a letter lying unanswered enquiring if I will be a candidate 
for the Directorship of the London School of Economics, — pay 
/j‘1500 or perhaps more. I shall ask a few^ questions about it, but 
have no intention of accepting. I hope father agrees, 

* Cf. the official finding of the Reparations Commission nearly two years later of 
£6600 million. 
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I am supposed to be sitting to John for my poi trait for his Peace 
Conference set; but there has been no time so far. 


J. M. Keynes to Duncan Grants 14th May igig 

... I have been as miserable for the last two or three weeks as 
a fellow could be. The Peace is outrageous. . . . Meanwhile there 
is no food or employment anywhere, and the French and Italians 
arc pouring munitions into Central Europe to arm everyone against 
everyone else. I sit in my room hour after hour receiving deputa¬ 
tions from the new nations. All ask, not for food or raw materials, 
but primarily for instruments of war against their neighbours. . . . 

One most bitter disappointment was the collapse of my grand 
scheme for putting everyone on their legs. After getting it success¬ 
fully through the Chancellor of the Exchequer and the Prime 
Minister and seeing it formally handed to Wilson and Cierncnceau, 
the American Treasury (from whom no more was asked than any 
one else) turns it formally down as a most immoral proposal which 
might cost them something and which senators from Illinois would 
not look at. They had a chance of taking a large, or at least a 
humane, view of the world, but unhesitatingly refused it. Wilson, 
of whom I have seen a good deal more lately, is the greatest fraud 
on earth. 

The weather is very fine. I spent last week-end in Fontainebleau 
Forest and tried to get to Chartres, but was defeated by two punctures 
to ray motor. Do write to me and remind me that there are still 
some decent people in the world. Here I could cry all day for rage 
and vexation. The world cannot be quite as bad as it looks from the 
Majestic. 

A week or two ago I went to a Matisse exhibition and enclose the 
catalogue. I like the latest least. Am I right in thinking that he is 
becoming almost academic ? , . . 


Austen Chamberlain to J. M. Keynes^ 21st May igig 

Bradbury has just shown me your letter of the 19th. I know how 
great a sacrifice of personal inclination, and even more, you have 
made in continuing your work for us in Paris. On your side I think 
you know how much I have valued and appreciated the enormous 
assistance which you have given us. . . . 

Bradbury will write to you as to the other members of the staff 
but I could not leave to him the expression of my strong feeling that 
a continuation of your services for the present is of great importance 



abx.35] first world war «5l 

in the public interest, nor can I refrain from making my personal 
appeal to you to continue your help until the situation is more 
clearly defined. 


J, M, Keynes to Austen Chamberlain^ 26th May jgjg 

I appreciate your letter very much, just as I have had good 
reason to appreciate my treatment by the Treasury all through; 
and if my only grounds for leaving were the need of a rest and the 
desire to get back to my own work, I could not resist your appeal. 
But that is not the position. I was so anxious to leave this Conference 
on general grounds that I did not like to make too much fuss about 
my reasons arising out of my disagreement with the policy which is 
being pursued here. But I stated them in my previous letter and to 
me they are very real and important. We have presented a Draft 
Treaty to the Germans which contains in it much that is unjust and 
much more that is inexpedient. Until the last moment no one 
could appreciate its full bearing. It is now right and necessary to 
discuss it with the Germans and to be ready to make substantial 
concessions. If this policy is not pursued, the consequences will be 
disastrous in the extreme. 

If, therefore, the decision is taken to discuss the Treaty with the 
Germans with a view to substantial changes and if our policy is such 
that it looks as if I can be of real use, I am ready to stay another two 
or three weeks. But if the decision is otherwise, I fear that I must 
resign immediately. I cannot express how strongly I feel as to the 
gravity of what is in front of us, and I must have my hands quite free. 
I wish I could talk to you about the whole miserable business. The 
Prime Minister is leading us all into a morass of destruction. The 
settlement which he is proposing for Europe disrupts it economically 
and must depopulate it by millions of persons. The New States we 
are setting up cannot survive in such surroundings. Nor can the 
peace be kept or the League of Nations live. How can yoxi expect me 
to assist at this tragic farce any longer, seeking to lay the foundation, 
as a Frenchman puts it, “ d’une guerre juste et durable 

The Prime Minister’s present Austrian policy puts me in an equal 
difficulty. Lords Sumner and Cunliffe have produced a Reparation 
Draft of which I have already sent you a copy. Now General Smuts 
and I arc invited to join their deliberations. But the British repre¬ 
sentation cannot be fundamentally divided against itself, and it is 
necessary to choose, I append a letter w^hich General Smuts has 
written to the Prime Minister about this. [He refused to serve.] I 
also enclose two of Sir F. Opprnheimer’s latest telegrams. 
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J, M. Keynes to Mrs. Keynes^ ist June igxg 

Partly out of misery for all that’s happening, and partly from 
prolonged overwork, I gave way last Friday and took to my bed 
suffering from sheer nervous exhaustion. There Tve remained more 
or less ever since, rising only for really important interviews and for 
a daily stroll in the Bois, with the result that Fm already much 
better. My first idea was to return to England immediately, but 
General Smuts, with whom I’ve been working very intimately for 
changes in this damned Treaty, persuaded me that it was my duty 
to stay on and be available if necessary for tlie important discussions 
of these present days, declaring that one can only leave the field of 
battle dead. However the business will soon be determined and then, 
I hope in two or three days at latest, I return to England forever, — 
bar certain very improbable changes in the possibilities of the case. 

I dragged myself out of bed on Friday to make a final protest 
before the Reparation Commission against murdering Vienna, and 
did achieve some improvement. 

The German reply is of unequal merit but remains an un¬ 
answerable exposure of all our wickedness. 

Don’t think me more broken down than I am, I cat and sleep 
well and there’s nothing whatever the matter except fatigue. 

I have left the Majestic and am living in a fiat on the edge of the 
Bois, which is quiet and where 1 am very well tended. 


J. M. Keynes to Mn. Keynes^ grd June igig 

I am living alone in a flat, which has been lent to me, on the 
edge of the Bois with an excellent French cook and a soldier servant 
to valet me, and am getting on splendidly, ~ - otherwise I would 
most certainly have sent for you at once. I spend more than half of 
my time in bed and only rise for interviews with the Chancellor of 
the Exchequer, Smuts, the Prime Minister and such. Dudley Ward 
comes down twice a day with the news. 1 anr indeed so much better 
that only extreme prudence in matters of health keeps me secluded 
at all. But I distinctly looked over the edge last week, and, not 
liking the prospect at ail, took to my bed instantly. 

The P.M., poor man, would like now at the eleventh hour to 
alter the damned Treaty, for which no one has a word of defence, 
but it’s too late in my belief and for all his wrigglings Fate must now 
march on to its conclusion. I feel it my duty to stay on here so long 
as there is any chance of a scheme for a real change being in demand. 
But I don’t expect any such thing. Anyhow it will soon be settled 
and 1 bound for home. 



FIRST WORLD WAR 253 

J, M. Keyms io Mormm Davis^ gih June jgig 

I am slipping away on Saturday from this scene of nightmare. 
I can do no more good here. You Americans are broken reeds, and 
I have no anticipation of any real improvement in the state of affairs. 

J, M, Keynes to David Lloyd George, ^ih June igig 

I ought to let you know that on Saturday I am slipping away 
from this scene of nightmare. I can do no more good here. I’ve 
gone on hoping even through these last dreadful weeks that you’d 
find some way to make of the Treaty a just and expedient document. 
But now it’s apparently too late. The battle is lost, 1 leave the 
twins to gloat over the devastation of Europe and to assess to taste 
what remains for the Biitish taxpayer. 



CHAPTER VII 


‘^THE ECONOMIC CONSEQ^UENCES 
OF THE PEACE’’ 


1 


W E have seen that in the later period at Paris, Keynes 
was in close consultation with General Smuts, who agreed 
with his opinions. Towards the end Keynes broached 
the project of writing a book to describe the whole sorry story; 
and Smuts strongly encouraged him. 


J. M. Keynes to 0 . T. Falk^ 2§th June igig 

. . , On Monday I actually began writing a book about the 
economic condition of Europe, but may not persevere with it. 

This was stage fright, which soon passed off. He had not yet 
matured his plan. 

The Economic Consequences of the Peace was written during 
August and September at Charleston and appeared on the book¬ 
stalls in December. It made his name famous in many lands, 
and also infamous in many straitlaced circles. It was his deep 
anguish of soul that urged him to write and his utter fearlessness 
that carried the project forward. He did not hesitate to flout 
the mighty and to outrage prevailing opinion. He sought to 
change that opinion. In order to do so, he was ready to sacrifice 
his own worldly interests. In the event he did both. His influence 
on the British public was profound and rapid ; in 1924 the French 
themselves became a party to a provisional reparations plan of a 
reasonable character; but he remained an outlaw from British 
official circles for many years afterwards. 

In the following pages an attempt will be made to assess the 
value of this work as a contribution to the economics and politics 
of the day. We have the advantage of our acquaintance with 
subsequent events. Opinion has fluctuated in its judgment of the 
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book, and even now the time may not yet be ripe for a final verdict. 
But however it be rated for political sagacity, it has another 
quality which entitles its author to the very highest rank. The 
Economic Consequences of the Peace takes its place as one of the finest 
pieces of polemic in the English language. The broad philo¬ 
sophical considerations, clearly marshalled, with which it opens; 
the fresh limpid style, the sparkling phrases, the sense of drama; 
the story unfolding stage by stage so that interest never flags; 
the comfortable authority of a man speaking with complete 
knowledge of his subject and clearly of intellectual eminence; the 
ruthless and terrible character sketches presented suddenly with 
great originality, invective of quite a different character from 
that found in the old masters, and hints that the author well 
understands his victims’ good qualities also — hints which do not 
strike the reader as a mere ruse, but as reflecting a genuinely 
judicial quality; the arch-villain of the piece, Clemenceau, 
presented as a most lovable person; the story proceeding into 
elaborate statistics, which never weigh down the pages, but are 
welded into the irresistible logic of the argument; insensate folly 
leading to tragedy; a vision of the suffering victims, hungry, 
patient, not ready to revolt, but with a smouldering rage that may 
well work havoc ; dark forebodings ; a prophecy of woes to come 
which is vague in outline and thereby more convincing; the 
whole wrought into an artistic unity by an argument which moves 
breathlessly from first word to last — these qualities combine to 
create a great masterpiece. 

The book is seldom read nowadays. People feel that they 
know what it says and have nothing to learn from it. They 
may be alarmed — needlessly — by the thought of statistics, now 
obsolete, concerning coal and gold and foreign trade. This is a 
mistake. There are a number of matters — the evils of inflation 
and price control — w^hich continue to be of live interest. The 
German problem is still with us. But, beyond all this, there is the 
pleasure to be obtained from it as a work of art. We still read 
Pascal’s Provincial Letters with delight, although not many still 
regard the distinction between efficacious and sufficient grace as 
a live issue. 

The original manuscript included portraits of the Big Three, 
On consideration Keynes decided that, since he had so recently 
served Lloyd George, the main section about him should be 
omitted. It was shown to Asquith, who thought it a true 
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portrait, and was subsequently published, along with a reprint 
of the description of the Council of Four, in Essays in Biography 
(1933). But one does not appreciate the full value of the portraits 
by reading them in isolation* Their interest is immensely 
enhanced when they are placed against the background of the 
European scene, as described in the original book. A reprint 
of this should be issued with the portrait of Lloyd George included. 
Keynes wrote another piece about the Paris Conference, his 
Memoir on Melchior (published 1949). Chronologically, the 
events described come at an early phase of the Peace Conference 
narrative. In a reprint of the book, however, it should not be 
placed at the beginning, but in an appendix. The tone and 
temper of much of it are totally different from those of the book 
itself, and its inclusion in the text would spoil the artistic unity. 
In “ Melchior the personal comment is much more acid. Keynes 
wrote it at a time of extreme bitterness, to satisfy a personal 
impulse, and he was not restrained by the desire for a favourable 
verdict from all men of general good sense. Those who hold that 
the portraits in the Economic Consequences were heightened in order 
to titillate public opinion, should compare them with what he 
wrote when he was merely giving vent to his own private thoughts. 
One is struck at once with the restraint and dignity of the former. 

It can seldom have happened that one, who had a month 
or two earlier been playing a notable part in a tense drama of 
great moment in world history, was able then to summarise it 
with the imaginative power shown in the following passage. This 
belongs to the Lloyd George section and was not printed in the 
original book. The “ King is Clemenceau. 

But it is not appropriate to apply to him [LloAd George] the 
ordinary standaids. How can I convey to the reader, who does not 
know him, any just impression of this extraordinary figure of our 
time, this syren, this goat-footed bard, this half-human visitor to our 
age from the hag-ridden magic and enchanted woods of Celtic 
antiquity? One catches in his company that flavour of final 
purposelessness, inner irresponsibility, existence outside or away 
from our Saxon good and evil, mixed with cunning, remorselessness, 
love of power, that lend fascination, enthralment, and terror to the 
fair-seeming magicians of Noith European folklore. Prince Wilson 
sailing out from the West in his barque George Washington sets foot 
in the enchanted castle of Paris to free from chains and oppression 
and an ancient curse the maid Europe, of eternal youth and beauty, 
his mother and his bride in one. There in the castle is the King with 
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yellow parchment face, a million years old, and with him an en¬ 
chantress with a harp singing in the Prince’s own words to a magical 
tune. If only the Prince could cast off the paralysis which creeps on 
him and, crying to heaven, could make the Sign of the Cross, with a 
sound of thunder and crashing glass the castle would dissolve, the 
magicians vanish, and Europe leap to his arms. But in this fairy-tale 
the forces of the half-world win and the soul of Man is subordinated 
to the spirits of the earth.^ 

Of Clemenceau he wrote : 

He felt about France what Pericles fell of Athens - unique value 
in her, nothing else mattering; but his theory of politics was 
Bismarck’s. He had one illusion — France ; and one disillusion — 
mankind, including Frenchmen, and his colleagues not least.^ 

And of Wilson : 

At the crisis of his fortunes the President was a lonely man. 
Caught up in the toils of the Old World, he stood in great need of 
sympathy, of moral support, of the enthusiasm of the masst's. But 
buried in the Conference, stifled in the hot and poisoned atmosphere 
of Paris, no echo reached him from the outer world, and no thiob of 
passion, sympathy, or encouragement from his silent constituents in 
all countiies. He felt that the blaze of popularity which had greeted 
his arrival in Europe \vas already dimmed; the Paris Press jeered 
at him openly; his political opponents at home weu* taking advan¬ 
tage of his absence to create an atmosphere against him ; England 
was cold, critical, and unresponsive. He had so formed his entourage 
that he did not receive through private channels the current of faith 
and enthusiasm of which the public sources seemed dammed up. 
He needed, but lacked, the added strength of collective faith. The 
German tenor still overhung us, and even the sympathetic public 
was very cautious; lh(‘ enemy must not be encourag(‘d, our friends 
must be supported, tliis was not the time for discord or agitations, the 
President must be trusted to do his best. And in this drought the 
flower of the Pi esident’s faith withered and dried up.^^ 

The President's attitude to his colleagues had now become: I 
want to meet you so far as 1 can ; I see your difficulties and I should 
like to be able to agr ee to what you propose; but 1 can do nothing 
that is not just and right, and you must first of all show me that what 
you want does really fall witiiin the words of the pronouncements 

> E^\ay^ in Biography^ pp. 36-7, 

' ^ 7 he Economic Cofuequences of ike Peace^ p. 29, ’ Ibid, pp, 44-5. 
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which are binding on me. Then began the weaving of that web of 
sophistry and Jesuitical exegesis that was finally to clothe with 
insincerity the language and substance of the whole Treaty. The 
word was issued to the witches of all Paris: 

Fair is foul, and foul is fair, 

Hover through the fog and filthy air. 

The subtlest sophisters and most hypocritical draftsmen were set 
to work, and produced many ingenious exercises which might have 
deceived for more than an hour a cleverer man than the President.^ 

At last the work was finished; and the President's conscience 
was still intact. In spite of everything I believe that his temperament 
allow^ed him to leave Paris a really sincere man ; and it is probal)le 
that to this day he is genuinely convinced that the Treaty contains 
piactically nothing inconsistent with his former professions. 

But the work w^as too complete, and to this was due the last 
tragic episode of the drama. The reply of Brockdorff-Rantzau 
inevitably took the line that Germany had laid dow^n hci arms on 
the basis of certain assurances, and that the Treaty in many pai- 
ticulars w^as not consistent with these assurances. But this was 
exactly wdiat the President could not admit; in the swTat of solitary 
contemplation and with prayers to (sod he had done noihtng that 
was not just and right; for the President to admit that the German 
reply had force in it was to dc\stroy his self-respect and to disr apt the 
inner equipoise of his soul; and every instinct of his stubborn nature 
rose in self-protection. In the language of medical psychology, to 
suggest to the Piesidcnt that the Treaty^ w^as an abandonment of his 
professions was to touch on the raw a Freudian complex. It was a 
subject intoleiable to discuss, and every subconscious instinct pIotU‘d 
to defeat its further exploration. 

I'hus it was that Clemenceau brought to success what had 
seemed to be, a few months before, the extraordinary and impossi])k‘ 
proposal that the Germans should not be heard. If only the Presi¬ 
dent had not been so conscientious, if only he had not c oncealed 
from liimself what he had been doing, even at tlie last moment he 
w^as in a position to have recovered lost ground and to have achieved 
some very consideiablc successes. But the President was set. His 
arms and legs had been spliced by the surgeons to a certain posture, 
and they must be broken again before they could be altered. To his 
horror, Mr. Lloyd George, desiring at the last moment all the 
moderation he dared, discovered that he could not in five days 
persuade the President of error in what it had taken five months to 
‘ Economic Consequences of die Peace, p. 47. 
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prove to him to be just and right. After all, it was harder to de- 
bamboozle this old Presbyterian than it had been to bamboozle 
him ; for the former involved his belief in and respect for himself. 

I’hus in the last act the President stood for stubbornness and a 
refusal of conciliations.^ 

The book closes with the words; 

We have been moved already beyond endurance, and need rest. 
Never in the lifetime of men now living has the universal element in 
the soul of man burnt so dimly. 

For these reasons the true voice of the new generation has not 
yet spoken, and silent opinion is not yet formed. To the formation 
of the general opinion of the future 1 dedicate this book.^ 

Before proceeding to our assessment, we may consider doe 
criticism which has often been made. It is said that justice was 
not done to the Big Three, who were, after all, great men, giants 
in their age. If only comparable leaders, it is well argued, could 
ha\c been found to guide our destinies in the twenty years which 
followed, what a much better place the world might have been. 
It is lacking in all sense of proportion to present them as evil or 
ridiculous figures. 

The justice of the plea on behalf of these three may well be 
admitted. None the less, this criticism can be completely met. 
These sketches were not intended by their author as full-length 
portraits of his subjects to be hung in the shrine dedicated to our 
ancestors. The book was not written as a definitive history of the 
Peace Conference. It was quite intentionally designed as a pol¬ 
emic ; it was composed in two months at a white heat of passion, 
immediately after the events. It sought to influence public opinion 
at once. Europe was disintegrating and must be saved. Keynes 
did not attempt to portray all the characteristics of his subjects, 
but only those relevant to the matter in hand, and in particular 
those which caused the mistakes to be made. He was telling his 
public that the Peace Treaty was an act of wickedness and folly. 
How can this be so ? they might reply. ‘‘ Wc do not know the 
facts and believe that you must have distorted them, since Wilson 
we know to be neither wicked nor foolish. And is not Lloyd George 
a life-long Liberal ? ” He did not distort the facts; the docu¬ 
ments have on the whole confirmed his account. It was necessary 
for him to explain, therefore, how it could be that these two men, 
each trusted in their different ways, became parties to the trans- 
* Ibid. pp. 49-50. ^ Ibid. p. 279. 
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action. To do so, he had to show certain weaknesses in sharp 
relief'. The sketches only give part of the truth; in this he carried 
out his own programme, clearly announced. 

The disillusion was so complete, that some of those who had 
trusted most hardly dared speak of it. Could it be true ? they asked 
of those who returned from Paris. Was the Treaty leally as bad as 
it seemed ? What had happened to the President ^ What weakness 
or what misfortune had led to so extraoidmary, so unlooked-for a 
betrayal ^ 

Yet the causes were very ordinary and hnman.^ 

These wei c his terms of reference. He was perfectly entitled 
to keep within them. Indeed, it would have been wrong to have 
done otherwise. It would have been irrelevant, and therefore 
injurious, and probably beyond his competence, to have given 
full-length portraits of these historic figures. 

It is interesting to observe that M. Mantoux, arch-critic of the 
book, is satisfied with the portrait of his own countryman, which 
presumably he was better able to judge than those of the others : 

His portrait of the old Tiger . . wasmasterl>, and it is beyond 
anyone’s powTr to excel it.^ 

It was not Clemenceau’s backsliding that Keynes had to explain. 
The French attitude was well understood, and, it being what it 
was, the others would clearly have a very difficult task. He had 
to explain why they were unequal to it: But m such a test of 

character and method as Paris presided, the Prime Ministci’s 
naturally good instincts, his industry, his inexhaustible ner\'Ous 
vitality were not serviceable. In that furnace other qualities 
were called for — a policy deeply grounded in permanent prin¬ 
ciple, tenacity, ficice indignation, honesty, loyal leadership.” ^ 

A slightly different criticism has been advanced. General 
Smuts remarked to methat the portrait of Wilson was absolutely 
truthful, but Keynes should not have written it; after all Wilson 
was our friend ”. This is a generous attitude, but it may be 
difficult for General Smuts to judge the matter aright. His 
immediate responsibilities were to lie elsewhere. Keynes felt a 
personal obligation, after having partaken in, and by his efficient 
services contributed to, the progress of events at Paris, to do 

* 7 he Economu Lmsequences of the Peace, p. 36. 

^ The Carthaginian Peace, by fitienne Mantoux, p. 46. 

^ m Biography, p 35. 

* Interview on 8th June 1948. See below, pp 2G7-8 
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something at once towards rectifying the situation* Wilson had 
spent his power and could no longer help. That he was high* 
minded and weU-intenlioned and had striven according to his 
lights for a good settlement was now not relevant.^ The public 
scarcely knew in what respects the terms of peace were ill con¬ 
sidered ; what was immediately required was elucidation. The 
sketch of Wilson played an essential part in that. It would be for 
other hands to write of all Wilson’s good qualities and keep his 
memory green. 

But what may be deemed a misfortune befell Keynes’ work. 
I'he consummate artistry of his portraits has preserved them in 
our memories, and the notions entertained by the subsequent 
generation about the characters of the three great men have been 
largely influenced by Keynes. He would, no doubt, have sup¬ 
posed, had it occurred to him to think upon the matter, that 
others would arise to do justice to these three in regard to all their 
manifold good qualities and activities through long and illustrious 
careers. The trouble in this matter has been that other pens of 
comparable power have not been found. Lloyd George gives an 
excellent account, also critical, of Wilson, in manly, \igorous 
prose ; Lloyd George had some gift of words! Yet place it 
beside the Keynes portrait, and you will at once feel it to be the 
work of an amateur. Where are our great historians ? It is not 
enough to complain that Keynes did not do justice; let them 
do justice themselves! Let them show these men with all their 
vibrant powers. After all, they arc good subjects. The fact of 
the matter is that the survival of these portraits and the complaints 
against them are due to Keynes’ greatness as a writer and not to any 
fault in his own intentions. It was the misfortune of these men to 
come across the path of one who had the divine gift of words. 

And he can spread thy name oVr lands and seas, 

Whatever clime the sun’s bright circle warms. 

Wood may have had many amiable qualities, but, xinfortunately 
for his fame, he came across Swift’s path. 

2 

Keynes attached great importance to two points, which need 
not be discussed at length. One was the fact that the Treaty was 

' See below, pp. 293’'4.* 
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a violation of the Armistice terms, and the other its hypocrisy. 

In regard to the former, Keynes was particularly interested 
in the inclusion of pensions and separation allowances in the 
claim for reparations from the enemy. This was a glaring breach. 
And what shall we say of the French and British delegates who, 
in the early stages of the discussion, advanced claims for the full 
costs of the war? It is clear that at the time of the Armistice 
they knew perfectly well that they were signing away the right to 
demand those costs. It is possible that Keynes was too ready to 
assume similar dedications in regard to matters with the history 
of which he was less well acquainted. 

There is some tendency to argue that the Armistice engagement 
had no great mc)ral force, since the Allies were deceived as to the 
strength of the enemy, who might, after some more fighting, have 
agreed to unconditional surrender. Yet wc must not altogether 
neglect the extra fighting, even although it might not have been 
severe. Each extra Englishman (or American or Frenchman) 
saved from carnage, each young man with his hopes and aspira¬ 
tions, his parents or wife or children who loved him, had his own 
unique value; it is not right to say, if these lives were spared, 
that there had been no quid pro quo for the concessions to the enemy 
contained in the Armistice terms. Waiving this, there remains 
the point of international law and morality. This was a moment 
at which the League of Nations was to be founded and inter¬ 
national law to be rebuilt on a secure basis. Those rules which 
govern individual behaviour were to apply to the nations also. 
How often docs the private citizen, in the conduct of his ordinary 
business life, find that, after making a contract, he could have got 
much better terms, had he known all the circumstances of his 
competitor or his client. It might seem that life would be easier 
if on all such occasions one could put an agreement into the waste- 
paper basket. Not really so, because one might be the victim of 
similar conduct. WcTe we not arraigning Germany because she 
had treated the Belgian guarantee as a scrap of paper on the 
ground that circumstances had changed? 

Keynes felt very strongly on the ciucstion of hypocrisy. “ The 
Geirnan delegation did not succeed in exposing in burning 
and prophetic words the quality which distinguishes this trans¬ 
action from all its historical predecessors — its insincerity.” 
What he had in mind was that the Treaty was couched in the 
language of idealism, justice and humane consideration, derived 
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from the great pronouncements of President Wilson, while in its 
actual terms it was vindictive on large issues and full of petty 
spite. 

The distaste for hypocrisy is not peculiar to Keynes; I believe 
that all the British dislike it. They are often accused by foreigners 
of being a nation of hypocrites, but they deem this accusation 
unjust; Dickens’s castigation of Mr. Pecksniff' was one of his most 
popular excursions. Keynes’ dislike of hypocrisy, however, ex¬ 
ceeded the common measure; we have seen this characteristic 
throughout. Long ago at the India Office he was enraged that a 
man should be dismissed for an offence of which he was innocent, 
although there were other good reasons for dismissing him.^ In 
undergraduate days his dislike of Victorian humbug was a point 
of common sentiment with Strachey. Even at Eton we have his 
reference to Mafeking — The papers call it a ‘ fervent thanks¬ 
giving from the heart ’. I don’t think that wc arc quite such 
hypocrites here.'’ 

The main matters in the Economic Comeqiienccs wdiich require 
discussion may be grouped under the heads of three propositions : 

(t) It w^as right and expedient that the terms of peace should 
be magnanimous. 

(2) The sums demanded in reparation were beyond the 
realms of practicability, 

(3) The economic problems of Europe were much more 
important than the political questions of frontiers. 

The first proposition was not argued at length, but is implicit 
througiiout the book. The second was its main theme, but the 
third was also argued at length, and, if it is correct, it reinforces 
the importance of the second. It is natural that the ordinary 
man should associate the book above all with the first proposition, 
although it w^as not argued. It is the most controversial. After 
the second and third propositions had been widely accej)ted, 
doubts were still entertained about the first, and there was, not 
unnaturally, a revulsion from it during the Hitler period. In 
assessing Keynes' lasting influence on world affairs, it is necessary 
to come to grips with the first proposition, although w^e lack the 
benefit of his explicit defence of it. 

It was the task of the Peace Cf>nference to honour engagements 
and to satisfy justice; but not less to t'c~establish life and to heal 


Cf. pp. 123-4. 
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wounds. These tasks were dictated as much by prudence as l)y the 
magnanimity which the wisdom of antiquity approved in victors.* 

Yet the financial problems which were about to exercise Europe 
could not be solved by greed. The pos&il)ility of then cure lay in 
magnanimity.^ 

I cannot leave this subject as though its just ticatment wholly 
depended either on oui own pledges or on economic facts. The 
policy of reducing Germany to seivitude for a generation, ofdegi\ad- 
ing the lives of millions of human beings, and of depriving a whole 
nation of happiness should be abhorrent and detestable, ”■ abhorrent 
and detestable, even if it w^eie possible, even if it enriched ourselves, 
even if it did not sow the decay of the whole < ivihsed life of Europe. 
Some preach it in the name of Justice In the great events of man's 
history, in the unwinding of the complex fates of nations Justice is 
not so simple. And if it were, nations arc not authorised, by religion 
or by natural morals, to visit on the children of thcii enemies the 
misdoings of paients or of rulers.*^ 

Whatever may be said about the merits of magnanimity in 
the particular circumstances of the ease, and about its relation 
to the French standpoint, it must be observed that Keynes’ 
upbringing and environment made it utterly unthinkable that 
he should take any other \iew. He reminded English readers 
of what was bred in their bones, and sc orned to develop the case 
further. High-minded Cambridge of the great Victorian era, 
the Society," the sage thinkers of refined feeling who were 
his immediate seniors, Whitehead, Trevelyan, Goldie Dickinson, 
all this world w^ould accept the precept of magnanimity without 
question. There is no need in this connection to cite G. E. Moore 
and his Bloomsbury disciples, who may have carried their ideal¬ 
isms to unpractical extremes. Men of culture, in (Cambridge, in 
London, throughout Britain, whose thoughts were conditioned by 
the reading c^f Shakespeare and other great masters, men rooted 
too, even when agnostic, in the ethics of Christianity, thought 
alike on this matter. This was Keynes’ world. He was in it, of it. 
A trip to the Hotel Majestic could not change his nature. The 
question is not simply, Was Keynes wrong ? but, Were the presup¬ 
positions of British civilisation, as established during the Victorian 
period, impracticable in 1919 ? What was peculiar about Keynes 
was that he kept his head in the maelstrom, and voiced the 
* The Economu Con^qmnees of ih Peau^ p. •2^. ^ Ihid p 135 Ihid pp 209-10 
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sentiments of the civilisation to which he belonged. 

This way of thinking was not confined to scholarly and inteh 
lectual circles. Such thoughts were also in the minds of Asquith, 
Edward Grey, Robert Cecil and other eminent statesmen; 
from across the sea we had the imperial contributions which, if 
not specifically British, were derived from the same cultural roots 
— those of Botha and of Smuts. And in The Woild Crisis (vol. v) 
by Mr. Winston Churchill, whose views will be considered pres¬ 
ently, we find these moving words which relate to the evening 
of the day upon whic h the Armistice was signed : “ My own mood 
was divided between anxiety for the future and desire to help the 
fallen foe. The conversation ran on the great qualities of the 
German people, on the tremendous fight they had made against 
three-quarters of the world, on the impossibility of rebuilding 
Europe except with their aid.” * 

We may go further and say that this mode of thought was 
not the exclusive property of deep thinkers or eminent statesmen, 
but was characteristic of the ordinary British citizen. It was 
part of the British w^ay of life. History illustrates it. Indeed, old- 
time British statesmanship has been rebuked for carrying the 
leniency of peace treaties based upon hard-won victories to the 
point of folly. That the generous instincts, of which at the moment 
Keynes was the lonely spokesman, were really charac'teristic of 
the Britisli is borne out by the fact that within a short space of 
time his had become the settled British view. 

How came it then that Lloyd Geoige, w^ho was at limes 
assailed by generous impulses in the course of the proceedings at 
Palis, fell that he must be harsh and even vindictive because of 
public opinion at home? That is a paradox which requires 
explanation. 

Up to a point the explanation is simple. Human nature had 
been taxed beyond endurance. The horrors of the war were 
greater than had been knowm for many generations. It is not 
surprising that primitive emotions had been roused. At the end 
of the war very decent people were talking of the Germans in 
language which four years earlier w^ould have seemed unthinkable 
in any circumstances. 

But over and above this, the general election of 1918 involved 
a vulgarisation of British public life. That is really the gravamen 
of those who thought ill of Lloyd George’s proceedings. The 


* p. 20. 
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British constitution has drawn much of its virtue from the party 
system. Through the creeds of parties British citizens received 
political education. There were certain fixed principles. If new 
situations arose, the humble citizen who belonged to a party had 
some idea of the way in which those principles should be applied. 
The party, which as a social organism had some maturity, dis¬ 
pensed the individual member from the task, which might be 
beyond him, of creating a political philosophy for himself. The 
churches, established and dissenting, also had their fixed principles 
and made some contribution to the stability and coherence of 
political thinking. 

As time went on, with the enlarged electorate, a fluid social 
and economic system and, it must be added, with the women — 
on whom party doctrine did not have so strong a hold — receiving 
a vote, there were growing numbers of the electors whose politics 
were not based on well-defined doctrines. It was these who were 
the ready prey of the vulgarisers in political journalism and, 
finally, in political leadership. They needed their cliches. Lack¬ 
ing settled principles, such slogans as '' Hang the Kaiser or 
“ Squeeze the lemon till the pips squeak’’ gave them convenient 
matter for private oratory. Such ideas had no relation to any 
fixed system of political morality. They responded to a transient 
emotion and were good matter for declamation. 

In this vulgarisation Lloyd George played his part. Unluckily 
at the time he was himself deracinated. At heart he was still a 
Liberal, but at the end of 1918 the solid phalanx of official 
Liberalism was opposed to him. He was not a Conservative. 
Somehow he must seek to win the greatest possible number of 
votes. It was an irresistible temptation to follow in the footsteps 
of the vulgarising journalists and make a specious appeal to the 
momentary emotion of hatred for the Germans. Thus lie collected 
his Parliament of what Keynes’ “ conservative friend ” (Mr. 
Baldwin) called ‘‘ hard-i'aced men who look as if they have done 
very well out of the war This Parliament became his master. 

It should be observed at this point that, in spite of the fierce 
anti-Germanism which was prevalent at this lime, there was a 
strain c^f idealism in the thinking of the great majority of people. 
This opportunity should be taken to make the world a belter 
place; peace must be ensured; international relations must in 
1‘uture be based 011 justice and conciliation. In the minds of many 
this idealism was canalised into support for the new League of 
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Nations. This was pre-eminently so in the case of Woodrow 
Wilson. Was this the right answer ? Men pf genuine goodwill 
tended to turn away from the vexed problem of Germany, which 
aroused so much passion, and to concentrate their gaze upon the 
League, which might in the end harmonise conflicting interests 
and assuage national hatreds. The trouble was, however, that 
this was a new experiment; no one could say how it would 
function ; paper constitutions are notorious for belying hopes. 
Keynes was naturally a supporter of the League. But I suspect 
that when this was presented to him as a panacea, he may have 
murmured to himself “ another monkey-house He stated his 
views upon the League : 

The Assembly will meet more rarely and must become, as anyone 
with an expeiience of large Inter-Ally Conferences must know, an 
unwieldy polyglot debating society, in which the greatest resolution 
and the best management may fail altogether to biing issues to a 
head against an opposition in favour of the status quoJ^ 

Not tliat he joined the cynics. 

While it would be wrong and foolish to conceal fiom our¬ 
selves in the interests of idealism ’’ the real difficulties of the 
position in the spcci<il matter of revising treaties, that is no reason 
for any of us to deci > the League, which the wisdom of the world may 
yet tiansform into a powerful instrument of peace.^ 

I suggest that Keynes’ instinct w'^as sound in not being led 
away by contemplation of the glorious possilhlities of this new 
paper constitution from considering the immediate and actual 
human problem of the treatment of a fallen foe. One may dream 
dreams for the future. That docs not exempt one from the painful 
task of doing what is right here and now to help one’s neighbour 
or one’s enemy. This Lcague-wwship involved a kind of escap¬ 
ism, of wliich Keynes was temperamentally incapable. 

Hie actual problem to be solved, with or without the help of 
the League, and the sooner the belter, was the leintegration (»f 
Germany into the comity of Europe. I had the privilege of an 
interview with General Smuts on the subject of Keynes on 8th 
June 1948, and he stressed that this thought was the basis of their 
sympathetic co-operation at Paris in 1919. He had become well 
acquainted with Keynes during the war as the man to whom he 
went whcai difficulties arose in connection with the South African 
currency and who alw^ays seemed to have a ready solution. 1 

* Cl. p. mpia, ^ The Economic Consequences of the Peace, pp. 243-4. 



m JOHN MAYNARD REYNES ffw 

listened to this revered philosopher statesman as he talked volubly 
and with full memory of the Peace Conference. He had found 
himself in agreement with Keynes and had urged him to write 
the book. He, Smuts, had at first refused to sign the Treaty, 
but had yielded to Lloyd George’s strong pressure, with a reser¬ 
vation that he must be allowed to publish a criticism. He added 
that it had often been a consolation to him, as he discharged his 
responsibilities in a far-distant land, to think that Keynes was here 
in London exerting his influence at the centre of affairs. (Alas, 
for many years Keynes had less influence on the official world than 
Smuts may have supposed.) At one point his expression became 
troubled. He himself brought the question of pensions and allow¬ 
ances into the discussion and gave the \ersion of his intention 
which I have quoted.^ “ 1 got into hot water about that.” We 
have seen from the Minutes of the Council of Four that Wilson 
shared Smuts’s interpretation, and, since it was to Wilson that the 
memorandum was primal ily addressed, this is a stiorig point m 
favour of Smuts. 

The paramount task ”, he proceeded ” was to bring Germany 
back into the fiild. It was impossible to cut her out. One should 
think of It in physical terms. Here was a great mass of people 
in the centre of Europe, with outstanding qualities of industiy, 
scientific ability and discipline. One could not just ignoie them 
or ostracise them. Some means must be found for assimilating 
them. In iqiq the central pioblem was the reintegration of 
Germany, and ” — his eyes flashed fire — ‘‘ that is the problem 
to-day. People should go back to Keynes.” 

It is not enough for the purpose m hand to establish that 
Keynes really did represent his countrymen in his lone battle foi 
magnanimous dealing. We have to ask the,more exacting ques¬ 
tion whether this British instinct of generosity was an appropriate 
one in the world of 1919. In sharp contrast to the view I have 
outlined was Clc menccau’s view as described by Keynes. 

In the first place, he was a foremost believer in the view of German 
psychology that the German understands and can undei stand no¬ 
thing but intimidation, that he is without generosity or remorse m 
negotiation, that there is no advantage he will not take of you, and 
no extent to which he will not demean himself for profit, that he 
IS without honoui, pride, or mercy Therefore you must nc-^ver 
negotiate with a German or conciliate him, you must dictate to 

* ISec pp 244-5 above 
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him. On no other terms will he respect you, or will you prevent him 
from cheating you. But it is doubtful how far he thought these 
characteristics peculiar to Germany, or w'^hether his candid view of 
some other nations was fundamentally different,* 

Was that the view of German relations it would be wise and 
prudent to adopt in the period to come ? This must be looked at. 

The broad criticism of Keynes’ view may be put as follows: 
After five years of tribulation, Germany obtained lenient terms 
in the Dawes Plan and promotion to an equal status in the Locarno 
Treaty. In the final upshot she obtained relief beyond the wildest 
dreams of Keynes, for, 011 her external account, loans from America 
exceeded her disbursements in reparations, so that she was a net 
receiver of money until the period of the world slump, when her 
obligations w^ere suspended. With these advantages she enjoyed 
a period of comparative and not unsubstantial prosperity in the 
years from 1925 to 1929, so that Keynes' experiment was in the 
end tried. And what was the result of it? Hiller. 

During the Nazi period there was a reaction against Keynes 
which embodied much muddled thinking. Mr. Winston Churchill 
has, correctly in my judgment, gained wide acceptance for the 
proposition that the Second World War was an ‘‘unnecessary 
one. For many years after the first war we were in control of the 
situation and yet we allowed Germany to rebuild her armaments, 
so that she became far stronger than France, and perhaps stronger 
than France and Britain together. Was not this the utmost folly ? 
Well then, had we not been too lenient to Germany? And was 
not this due in part to the influence of Keynes and his pleading 
in The Economic Consequences of the Peace ? 

Argument on these lines was often superficial. I recall that 
a Gallup Poll (or some similar enquiry) dealt with this problem 
by cfucslions as follows : Was the Treaty of Versailles too lenient, 
or about right, or too severe? This is thinking at a very crude 
level. Severe in regard to what? There was another way of 
putting the matter, wfiich has some truth, and yet does not really 
meet the case, namely, that the Treaty fell between two stools. 
This implies that all would have been well had it been either 
more severe or more lenient, and failed because it was middling 
in this regard. Such a formulation does not suffice either. Surely 
the right answer was that it was necessary to be severe in those 
matters in which severity is appropriate, and lenient in those 

^ T}w Ecmomic Consequences of the Peace^ p. 29. 
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matters in which leniency is appropriate. Severity was appropriate 
as regards allowing Germany to rebuild her armaments and renew 
aggression; leniency was appropriate in regard to allowing her, 
subject to suitable penalties, to resume a normal life of moderate 
prosperity, in conditions in which self-interest would promote 
progress, and to bringing her back into the comity of nations in 
the spirit of letting bygones be bygones. 

There is no doubt that the French had a case which was 
intrinsically very strong. Was their just claim for security 
sufficiently met by the British and Americans? There was the 
League of Nations, an unknown quantity; there was the Anglo- 
American guarantee, which failed. (It must be remembered 
that Keynes' book was written betorc this failure was known.) 
Would these two have sufficed? It seems doubtful. Ought not 
the French plea to have been handled more sympathetically by 
the British and Americans? Ought not some further method of 
guarantee to have been hammered out? 

Keynes is, I think, open to the criticism that he did not 
do justice to the problem of French security. To plead that this 
was outside his purview, since he was dealing with economics, is 
not perhaps sufficient, since his book was inevitably taken to have 
a wider application, with its plea for generosity as a general prin¬ 
ciple. We may admit that his work would have been strength¬ 
ened if he had shown more recognition of the genuine character 
of the French fears and claims. However, where he eired, he 
did not err alone. It was not on this point that he distinguished 
himself from Lloyd George and those who were responsible on 
the British side for the Treaty. It might be held against Britain 
generally that she did not take the French case seriously enough. 
Where Keynes very distinctly joined issue was on the idea that 
a reparations plan should itself be part of the security programme. 
This was confusing two issues. This was applying severity where 
leniency was appropriate. Keynes never suggested that he would 
disapprove of military measures to prevent German rearmament. 
What he did undoubtedly hold was that it was a mistaken and 
hopeless and wrong policy to seek security against some future 
German aggression by crushing Germany economically. This 
was the French aim. Now on this point, which was Keynes’ 
central point, it seems to me that the matter may be judged by 
reference to what has happened since, and that the judgment 
goes in favour of Keynes. 
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What was the object of these onerous financial obligations ? 
The matter may be put quite simply in terms of two alternatives. 
Was it assumed that Germany would meet the obligations ? Or 
was it assumed that she would not ? Let us suppose that Germany, 
))y a heroic effort of self-control, by hard work and living of an 
austerity unknown in any industrial society, and in a spirit of 
meek and mild compliance and honourable fulfilment of a treaty 
signed, achieved an export surplus of the required amount over 
the period in question. We have a picture of Germany building 
up a vast export industry, her workers producing and yet not 
consuming, with a self-discipline that would have been envied 
by Sparta, and, in this regime of fabulous austerity, her industrial 
strength being raised to a point exceeding anything that was 
achieved in Hitler’s day. Meanwhile Britain and France would 
be living the life of lotus eaters, with taxation low, hours of 
work light, their markets gone, enjoying the well-earned fruits of 
victory for a period of thirty or forty years. Was it not obvious 
that, if this were actually to happen, at the end of the period 
France and Britain would be totally at the mercy of Germany? 
This clearly was not the way to provide the French with security. 

What oi' the other alternative ? German default, followed by 
sanctions. Was this a salisfa('tory method of achieving security 
for France? Did the French really desire to see a long scries of 
German defaults, so that they might have the justification ibr 
continuous interference, occupying towns and districts, boycotting, 
interfering through the Reparations Commission and so forth? 
Thus would Germany be continually harassed and kept low. 
'Fhis is what actually happened for five years; but surely it 
should have been perfectly clear that such a regime would be 
unstable. One could not go on indefinitely with this restless 
inler\cntion. This instability was bound to be terminated in 
one way or the other. Either the French would have to make up 
their minds to occupy the whole of Germany, or the clauses of the 
IVeaty would have to be scrapped and a liberal solution put in 
their place. If the French had the former alternative in mind, 
this was clearly foolish. For the right lime to have a plenary 
occ upation of Germany, if ever, was in 1919. It was quite unreal¬ 
istic to suppose that the French, who shrank from such a strenuous 
adventure then, would have the energy to embark upon it five 
or ten years later. Thus the whole thing would necessarily end 
in a liberal solution. And so it turned out. But the five inlerven- 
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ing years were a period of* tribulation for Germany, which had its 
effects. 

During this period sanctions were applied against Germany 
for her failure to make payment. These culminated in the occupa¬ 
tion of the Ruhr, and in sum proved a fiasco. The French were 
at length persuaded to change their policy and agreed to the 
Dawes Plan, which represented a liberal solution. But all these 
abortive attempts to enforce the financial clauses brought a 
certain discredit upon the whole policy of coercive intervention. 

The life passed out of this mode of procedure, and it became 
widely regarded as futile. Yet the time was to come when such 
intervention would be by no means futile. It was not on the 
reparations clauses but on the disarmament clauses that France 
should have relied principally for her own defence. Therefore, 
when a fiercely militarist party achieved supremacy in a resurgent 
Germany and rearmament began, it was highly desirable that 
the Treaty should be enforced, by military measures if necessary. 

This is the hub of Mr. ChiirchilFs contention. But military 
measures had been discredited by their premature use Ibr an 
irrelevant purpose. The Ruhr fiasco in 1923 was an important 
contributory cause of the lack of support for the proposal to 
prevent by force of arms the German remilitarisation of the 
Rhineland in 1936. How much better it would have been to 
have had a Treaty in which only the really vital security clauses, 
namely the disarmament clauses, would require military inter¬ 
vention, and to have conserved one’s energies and will-power for 
that supreme purpose. 

Meanwhile the question may be raised whether the severe .ain 
economic terms did in the event matter so much, since all wasigh. 
changed five years later. To that extent it might be argued that that 
Lloyd George’s plea holds, namely that, when passions had cooled, anc. 
common sense w^ould find a better solution. This is entirely to lere 
neglect the importance of the intervening five years. For it was ^uld 
in that period, during which attempts were still being made to mt. 
enforce the Peace Treaty reparations, that the social structure .nd 
eyf was undermined. Inflation persisted for five ycars^ ure 

reducing the value of the mark to nothing. This cannot he done this 
without gross injury to society. Keynes luis a grave warning, les’ 
of prophetic character, about the evils of inflation. Since iged by 
later days he was to be regarded as something of an inflationisudgment 
whether truly so depends on the definition of that term — it 
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interesting to observe that his picture of the evils of inflation is as 
vivid as can be found anywhere: 

Lenin is said to have declared that the best way to destroy the 
Capitalist System was to debauch the currency. By a continuing 
process of inflation, governments can confiscate, secretly and un¬ 
observed, an important part of the wealth of their citizens. By this 
method they not only confiscate, but they confiscate arbiharily, . , . 

Lenin was certainly right. There is no subtler, no surer means of 
overturning the existing basis of society than to debauch the currency. 
The piocess engages all the hidden forces of economic law on the 
side of destruction, and does it in a manner which not one man in a 
million is able to diagnose. 

... By combining a popular hatred of the class of entrepreneurs 
with the blow already given to social security by tlic violent and 
arbitrary disturl)ance of contract and of the established equilibrium 
of wealth which is the inevitable result of inflation, these govern¬ 
ments are fast rendeiing impossible a continuance of the social and 
ec ouomic order of the nineteenth century. But the) have no plan foi 
replacing itd 


These vords were written at a lime when the German mark was 
worth less than 2d. on the exchanges It was to proceed 
through a long-drawn-out agony to zero. A vast disturbance in 
the German social order did in fact occur, and many stable 
elements belonging to the old regime disappeared. Furtheimore, 
these events completely discredited the Weimar Republic. It 
may indeed be the case that the lamp of democracy always burns 
low in Geimany. Still, it is incumbent on one to make the 


^best use of what is there. If the Weimar Government was not 
Inursed to strength, what should we have ? It may well be that, if 
it he German economy had not been overset in the period 1919-24, 
lif more of the older order had been retained, if the Weimar 
feovernment had been allowed a successful first act, subject to 
«the observance of the clauses of a more moderate treaty, then 
^Germany would have stood up to the slump, like other nations. 


without a revolution. This is the gravamen. The reparations 


clauses doomed the youthful demociatic go\ernment. It might 

K 'lave succeeded in any case. But there was a hope, the only 
t^Uy, and it was wicked to destroy it — all to no purpose. 
I see no inherent conflict betw^een the Keynes judgment 
reparations clauses of the Treaty and the view associated 

* The Eionomte oj the pp. 220-23. 
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with Mr. Churchill, that firmness on the part of the Allies could 
have prevented the second war. It is not of the laxity of the Treaty 
that Mr. Churchill has complained, but of the lassitude and feckless- 
ness ten years later. It may be noticed that Mr. Churchill has 
expressed agreement with Keynes’ x iew of the economic clauses 
both in The World Crisis and in The Second World War. In the 
former work ^ (1929) he made a reservation as regards Keynes 
which we shall presently consider. 

. . . He showed in successive chapters of unanswerable good 
sense the monstrous character of the financial and economic clauses. 
On all these matters his opinion is good. Carried away, however, by 
his natural indignation at the economic terms which were to be 
solemnly enacted, he wrapped the whole structure of the Peace 
Treaties in one common condemnation. His ({uahricalions to speak 
on the economic aspects wcie indisputable; but on the other and 
vastly more important side of the problem he could judge no better 
than many others. 

It must in all fairness be admitted that the experiment of a 
more generous treaty might have failed, that the Weimar Republic 
might have proved a wolf in sheep's clothing. This merely 
points back to the question of military security. The economic 
clauses could give no security, wliethcr they were enforced or nut 
enforced. The French might well feel, however, that even with 
the new-born League and with the Anglo-American guarantee 
of their frontier, they could not feel safe. The Frcncli had waived 
demands, put forward strongly by Marshal Foch, for confining 
the German Reich to the right bank of the Rhine. They had done | 
so with trepidation. When the Americans and British proceeded ^ 
to default on the guarantee, they felt completely betrayed. It ^ 
would seem that the British should hav^^e had the strongest sym¬ 
pathy lor the French, alongside whom they had fought, in this 
dilemma. On the contrary, in the following period their belated 
impulses of generosity were gaining the upper hand, and, so far 
from being prompted by conscience to make some amends to the \ 
French, which were indeed due, they showed only mounting 
irritation. Thus these stupid reparations clauses were clouding | 
the issue at a vital period. The British deplored, and indeed were ( 
justified in deploring, the truculent altitude of the French in 
insisting on the letter of a financial settlement, which the British 
were coming to believe, partly in consequence of Keynes’ advo- 

* Vol. V, p. I5r^. 
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cacy, to be impossible of fulfilment. Yet this was no excuse for 
lack of sympathy for the new predicament of the French on the 
military side. The French were impelled to act on the reparations 
issue in isolation; they failed; they were humiliated; they felt 
alone and without bearings. This was the beginning of the dis¬ 
integration of French morale and French policy, which had such 
disastrous effects in the ’thirties. Keynes’ argument was not con¬ 
cerned with all this. The point remains that, since his book was 
not only ane conomic argument but also an appeal to magnani¬ 
mous feelings, and thus had an influence on a wider field of policy, 
his failure to apply his mind to the problem of French security was 
a fault. This French problem was really one and the same as the 
problem of world peace; for, if France was attacked again, a 
general war would inevitably ensue. 

3 

Keynes insisted that the peace settlement was infected with 
unreality because the reparations clauses were impracticalfle. in 
a posthumous analysis of this proposition it may be expedient to 
define the word impracticable more closely than seemed necessary 
in the heat of advocacy. One may envisage a nation striving 
earnestly to make a payment, with all its citizens co-operating 
with the utmost goodwill, wwking hard and living austerely, 
and all the other nations making it as easy as possible for payments 
to be received. Alternatively, we may wish to consider what a 
reluctant, recalcitrant and aggrieved nation can be made to do 
under the threat of sanctions to be imposed at a distance or on its 
frontiers. Or we may consider w^hat a nation w^ould do under the 
lash of an occupying power. The third of these possibilities w^as 
ruled out from the beginning, and the first is not acceptable to 
common sense. 

In a recently published book, entitled 7he Carthaginian Peace^ 
or The Economic Consequences of M). Keynes (1946), M, Etienne 
Mantoux has argued that Keynes’ objections to the reparations 
clauses were grossly exaggerated and that payment of the full 
amount was a reasonable request to make. The author was the 
son of M. Paul Mantoux, official interpreter at the Paris Peace 
Conference and an economic historian of distinction. He was 
himself a young man of great promise, beloved by many; he was 
killed on active service on 29th April 1945. This book, written 
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from the French standpoint, although fierce enough in its indict¬ 
ment of Keynes, is not extremist It was composed when France 
was under the shadow of German occupation; such a time 
would not be a good one for perceiving the virtues of Keynes’ 
plea for magnanimity. There are many moving passages in the 
book and much learning; the author’s attempt was eminently 
patriotic and honourable and does him credit; his work has a 
power and range which suggest great promise. 

Much of the book was concerned with those general questions 
of policy which have been discussed in the previous section. 
What has particularly attracted attention is that it set out to 
make a frontal attack on Keynes, on the ground on which he 
was supposed to be impregnable, namely, the feasibility of the 
reparations proposals. It is surprising, therefore, to find how 
small a portion of the book is devoted to argument on this par¬ 
ticular topic. The challenge being so conspicuously daring, one 
would have supposed that the author would have been at special 
pains to substantiate it. Yet, in fact, there are only nine jiages 
out of 203 devoted to the central part of the problem, namely, 
what is known as the “ transfer problem ”. Another .six pages 
are devoted to Germany’s power to increase her im omc internally 
and six to the question whether other countries would gain or 
suffer by receiving German goods. The central question remains 
whether it was possible for Germany to pay out, by an excess of 
exports over imports, the sums demanded by the Allies. It must 
be said that the arguments put foward in this narrow compass 
of nine pages are feeble in the extreme. We are told that the 
transfer problem has been exaggerated, and M. Mantoux cites 
as a contrary instance the enormous sums transferred by Great 
Britain to her Allie.s and by the United States during the First 
World War. This is clearly quite beside the point. In this 
case demand w'as ready-made. Here were allies requiring muni¬ 
tions, and the materials to make them, in amounts altogether 
beyond the ordinary. If the United States was able to supply 
those demands, it was naturally easy for her to have an excess of 
exports over imports of a large amount. It is surprising that M. 
Mantoux could advance such an argument seriously. His next 
instance is worse. He cites the enormous increase of production 
in Germany secured by the efforts of Adolf Hitler. Then, 
remembering that he is arguing in a section headed “ The Transfer 
Problem ”, he adds: “ It will, I presume, be argued that the case 
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is irrelevajat, and that the fifteen milliard marks spent annually 
by Germany on rearmament until 1939 are no measure of her 
capacity to pay, because the proceeds did not have to be trans^ 
ferred abroad Precisely ! He then proceeds to a bitter, macabre 
joke. How interesting it would be to ask the citizens of Warsaw, 
of Rotterdam, of Belgrade, of London and Coventry . . , what 
they think of this particular piece of argument! All have now 
tasted in a marked degree the quality of German products.^’ 
Then in what follows, it appears that this is not intended as a 
joke after all, on the ground that the production of these deadly 
weapons involved the same problem as an increase in exports, 
namely a big internal shift in German industry. But one may shift 
about one’s industry without solving the transfer problem, since 
that requires finding foreign buyers for the new goods. The next 
instance is the transfer from the occupied territories to the German 
account during the Second World War. Here again two factors 
were present whicli do not apply to the situation that Keynes 
discussed, namely (i) an army of occupation to enforce payments, 
and (2) an abnormal demand for goods arising from Germany’s 
war efibrts. So ends this section! It is embroidered with a few 
cursory theoretical observations. Such being the contents of the 
part of M. Mantoiix’s work that directly challenges Keynes’ main 
thesis, his claim cannot be taken seriously. 

There is an earlier section, not germane to the central issue, 
in which he has some statistical criticisms that are more successful. 
He seems to convict Keynes of carelessness in failing to allow fully 
for the depreciation of the franc when holding up certain French 
estimates of damage to ridicule.* It is to be regretted that M. 
Mantoux himself makes mistakes in the opposite sense,and the 

^ Pp* IO<2 -Io8. 

^ Later in this pa&sat^e Mantoux compares the French claim before tiic Reparations 
C'.ommission for 127 milliard iianrs, condemned by Ke>nes as a fantastic exaggcTation, 
with the cost Mibscquently established in i<)^2 as 103 milliaid francs. As the index 
number of breach wholesale prices stood at 335 (base 1904-13) when the Coin- 
mission reported, and tiien rose steadily to 7B4 between 1921 and 1026. whitdi was 
presumably the most active |x?iiocl of rcconstiuctiou, and leinained thereafter above 
600 until the slump and above 400 until the end of 1931, the fact tliat the actual cost 
of reconstruction in this period of inliated prices w^as only 103 milliards show^s that the 
estimate ol 127 milliards in 1921 w'as indeed grovsly exaggerated. Yet by a remark- 
able piece of jugglery, combining a coefficient for depreciation in terms of gold and 
one for that in terms of goods in an illegitimate way, Mantoux concludes tliat the 
actual cost of 103 milliards w^as almost exactly equal to the estimate of 127 milliards 
made when prices were so much lower I In this passage Mantoux shows a high degree 
of irrespomibility. 

Mr. J. R. Sargent has made a caicful statisUcai calculation, by applying successive 
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upshot appears to be that, while the French estimates did not 
overstate the damage as grossly as Keynes claims, they were by 
no means all as reasonable as M. Mantoux claims. 

In another passage M. Mantoux makes great play with Keynes' 
predictions.^ Keynes has rightly gained a reputation for a rather 
remarkable power of prediction. One would hardly expect hints 
dirown out in a polemic written in a period of confusion and un¬ 
certainty all to be correct. But the main reason why M. Mantoux 
is able to make quite a goodly collection of apparent mistakes is 
that he sometimes relates Keynes’ forecasts of what would happen, 
should an attempt be made to carry out the reparation clauses, 
to conditions in Germany after the attempt had been abandoned. 

Since this book was written, an event has occurred which 
would have enabled M, Mantoux to replace his absurd illustra¬ 
tions about transfer by a good one. During the Second World 
\\ar, Britain sold foreign investments and incurred heavy war 
debts, while other factors also began to operate against her trade 
balance, so that experts estimated that atter the war she would 
have to increase her exports by 50 per cent; this estimate was 
soon revised to 75 pei cent. By the end of 1948 she had achieved 
the 50 per cent increase. If Gcimany had made a proportionate 
achievement she w^ould have exceeded Keanes’ estimate of her 
capacity. Yet, in the Second Wc^rld War, Britain underwent 
economic strain and loss which far exceeded those wdiic h Germany 
suffered in the First World War. Germany escaped in the end 
without payment, but Britain, who fouglit alone against tyranny^ 
in her finest hour, is having to bear a reparations burden much 
greater than Keynes’ estimate for Germany, not for thirty 01 forty 
years, but in perpetuity. This burden that Britain has to cany 
corresponds more nearly to an indemnity than to reparations; for 
it essentially consists in the main of a retrospective pa) mcnl for 
part of the cost of the war to other United Nations. 

While Britain may claim credit for the uncomplaining courag(‘ 
with which she has faced this burden and for what slic has already 

price indtx numbers and weights, ot the rest of french reparations, *is established in 
1932, m terms of pre-war gold francs, and armed at the figure of 22 2 milliard lie 
checked this by taking the figure of 175 imlhards ot francs quoted m 1932 ** as 
rt prt seiuing the capital value with regard to the gold value of the fianc at the various 
dates of payme nt (Mantoux, p 106) and reached the figme of 23 3 milliard pre-war 
gold francs, which sufficiently confirms his othci figun The Ircnch claim (1921), 
allowing for ttu prices ruling when it was madr, amounted to 36 8 milhaids pre-war 
gold francs 

* Pp. 160-63. 
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achieved, the illustration does not prove that Keynes was too 
lenient, for there are three important respects in which the situa¬ 
tion differs. In the first place, Britain has had the advantage of 
assistance on a large scale towards recovery. There were the 
American and Canadian loans, amounting to £12^0 million, and 
there has been “ Marshall Aid The loans were similar to the 
assistance which Keynes proposed at the eleventh hour in order 
to retrieve the European situation, but which was not granted.^ 
On the contrary, Germany was expected to pay no less than £1000 
million in the first two years. This proposal was an object of 
Keynes’ special criticism. 

Secondly, Britain has had an advantage, which would not 
have accrued to Germany, in having one of her principal competi¬ 
tors in foreign markets laid low. This time the victorious powers 
have adopted a pidicy diametrically opposed to that recommended 
to them by M, Mantoux, a kind of inverse reparations. Instead 
of making it incumbent upon Germany to increase her industrial 
capacity and compete furiously everywhere, wc have reduced her 
industrial capacity and her power as a competitor. 

The third and most important point relates to the will to 
achieve. This brings us back to the precise definition of what is 
practicable. liTlritain had had to raise her exports, not in order 
to achieve balance and regain her fair prospects in the world, but 
in order to meet a levy imposed by \ictors, would it have been 
psychologically possible for her to make the tremendous effort 
which she has made in the last three years ? Would she have 
done this, even if threatened with sanctions on her frontiers ? 
Again, we niiglit wonder if she would have achieved it, even if 
occupied by a viclorioiis power. It remains doubtful what the 
Allies ( ould have extracted, even had they cm]>arkcd upon the 
heroic task of total occupation of Germany, We lack experience 
of what civilised white men v\ill do under the lash. It must be 
remembered that the prop<;sed surpluses represent greater output 
per head than backward people ever produce at all. They could 
only be gained by the utmost exertion of skill, ingenuity and 
applied science. Thus the example is indecisive. It suggests that 
Keynes erred on the side of leniency ; yet when psychological 
factors are taken into account, he may have been in the right. 

Finally, we have to deal with the third proposition, namely, 
that the economic issue was more important than the political 

CT. pp. 246-8 above. 
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questions that had to be decided. ‘‘ To what a different future 
Europe might have looked forward, if either Mr. Lloyd George or 
Mr. Wilson had apprehended that the most serious of the problems 
which claimed their attention were not political or territorial but 
financial and economic.'’ * This opinion was supported by a 
review of the state of Europe in chapters 2 and 6. 

The statement that economics was more important than 
politics was in itself a political judgment. We have seen that two 
distinguished authorities, Eyre Crowe, and Mr. Churchill writing 
in 1929, had doubts about Keynes' qualifications in the political 
field. But it is necessary to distinguish. Crowe at least was prob¬ 
ably thinking of politics in the narrow sense, namely, the ways and 
means of diplomacy. We may also think of‘political wisdom in a 
broader sense, namely, judgment about what forces are likely to 
rouse passions and sway men’s minds towards revolution or war. 
In this broader sense Keynes’ aptitude may not have been so 
deficient. Indeed, it may have been superior to many of his 
contemporaries. 

He opened chapter 2 by stressing the precariousness oi‘ that 
European prosperity, which in the preceding decades we had come 
to take as a matter of course. “ After 1870 there was developed 
on a large scale an unprecedented situation, and the economic 
conditiem of Europe became during the next fifty years unstable 
and peculiar This was a characteristic vein ol' thought in 
Keynes, the idea that conditions which many accept as normal 
are in fact dependent on very special circumstances. We have 
seen it already in his account of the British Gold Standard in his 
book on Indian currency. The theme was to recur wiien he 
argued that full employment was not the inevitable consequence 
of the working of a free enterprise system, but had occurred before 
1914 owing to a number of favourable factors. The precariousness 
of European prosperity was analysed under three heads — the 
pressure of population, entailing an abnormally large dependence 
on overseas supplies; the intense division of laljour in Europe, 
which made the surrounding countries peculiarly dependent on 
German prosperity ; and the insecurity of the psychological basis 
of capitalism. The second of these points was the most germane 
to his topic, and perhaps the most valid. In chapter 6 there was a 
fine account of how economic convulsion gives rise to inflation 
with all its concomitant evils. 

* The Eemomte Consequences of the Peace, p 134. 


^ Ibid p. 7 
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It is not necessary to agree with Keynes in detail on all these 
points. In reading the book one feels that he was tentatively 
and no doubt hurriedly searching for arguments to support a 
conviction, which was itself more solidly based than the supports 
which he outlined. It was in fact what we have come to call a 
hunch ”, 

And now, as we look back over those twenty years between 
the wars, do we not find that it has indeed been economic dis¬ 
turbance that has been the main cause of our troubles ? The 
great successive political crises have in fact been caused by 
economic disorders. It was economic turmoil that so inflamed 
the impatience of millions of Germans that they were willing to 
accept the Nazis as their leaders and saviours. 

‘‘ If we aim deliberately at the impoverishment of Central 
Europe, vengeance, T dare predict, will not limp. Nothing can 
then delay for very long that final Civil War between the forces 
of Reaction and the despairing convulsions of Revolution, before 
which the horrors of the late German war will fade into nothing, 
and which will destroy, whoever is victor, the civilisation and 
progress of our generation.” ^ The policy of impo\ erishment was 
called to a halt five years later, and the full effect of its initial 
enforcement was delayed for a period. Keynes’ financial col¬ 
leagues often noticed that he made predictions of remarkable 
acTiirary regarding forces likely to affect the values of assets, but 
wavS at fault in the timing. He predicted that events would 
occur during the coming weeks that in fact occurred six months 
later, or predicted something in six months that occurred two or 
three years later. 

I sec in the passage I have quoted a dim presage of the Na/i 
violence which in due course developed with effects that are still 
unfolding. The prediction was not clothed with detail, but was 
justified in its trend. I see in it political wisdom of the higher 
kind. It has an uncanny insight into the kind of things which 
were to happen, and a modern flavour beside which the vaticina¬ 
tions of his contemporaries in that period seem stale and obsolete. 

There is one final point which must be considered. Keynes 
has been taken to (ask on the ground that his book, with its 
discouraging picture of Europe, contributed towards driving the 
Americans into a policy of isolationism. This is clearly an import¬ 
ant point and has damaged Keynes’ reputation in the minds of some. 

* Ibd, p. 25j. 
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We may first consider the question of the rejection of the Peace 
Treaty by the United States. Upon this Keynes’ book had no 
influence whatever. The decisive vote in the Senate occuned 
on igth November igig, when a resolution for unconditional 
ratification, requiring a two-thirds majoiity, was defeatc*d by 
fifty-three votes to thirty-eight. The Economic Convquences of the 
Peace had not yet appeared. This vote was not affected by the 
economic clauses, which the Americans regarded as outside theii 
province. The main issue was the League of Nations, and next 
in importance the Shantung settlement. Reservations were pro¬ 
posed which Wilson could not accept. Of these the one bearing 
on reparations merely stipulated that the Reparations Commission 
should not regulate or interfere with exports from the United 
States to Germany or from Gcrm.iny to the United States, save 
by means approved by a joint resolution of Congress. This 
reservation alone wouW not have killed the Treaty, and it was 
certainly not inspired by Key nes. 

It is true that negotiations proceeded until the following 
Febmary; and that, as soon as the book came out, passages were 
quoted by Wilson's enemies. But throughout this period the 
League of Nations was the principal obstacle to acceptance, and 
there were no indications that this obstacle could be cnercome. 
The Economic Consequences of the Peace was ncithci here noi theic. 
Keynes can be entirely exempted from an> shadow of responsi¬ 
bility for the great American decision, which was to have such a 
vast effect on the working out of the European settlement. 

The critic may return to the ehaige and urge that the book 
reinforced the sentiment of isolationism in the following vears. 
It is incumbent on him to specify precisely how, but for the book, 
the situation would have developed differently. Alter all, it was 
not the book, but the ac tual course of events in Europe, culminat¬ 
ing in the fiasco of the Ruhr insasion, that mainly swayed the 
Americans, The book did little more than give pleasure to them 
by confirming their worst suspicions. Yet the Americans did not 
remain altogether aloof; after the settlement devised by Dawe 
himself an American, their financiers lavished their money upon 
Europe. In so far as the book, by its influence on Brilish opinion, 
prepared the way for such a settlement at an earlier date thari 
might otherwise have been possible, it expedited American 
assistance to Europe. No doubt any self-disparagement has 
unfortunate repercussions abroad. The allegations against Keynes 
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in this respect have been grossly exaggerated, and without sense 
of proportion or regard for chronology. 

And so he had said what he believed. He incurred great 
odium in official circles and was for many years in the wilderness. 
This was a turning-point in his career. Hitherto, although spurn¬ 
ing the India Office, he had been drawn more and more into 
consultation in official circles. His reputation steadily grew. His 
war work had been supremely efficient and was praised by all. 
His fertility of ideas seemed boundless. Knowledgeable persons 
before 1919 would have pointed to him as the man likely to have 
the biggest inside influence on the conduct of our financial affairs 
in the coming time. But now he had burnt his boats. He had 
appealed against the authorities to a wider public. The official 
world could no longer use him. 

There was a compensation. In the period after 1919 his main 
energy was directed to guiding public opinion on current topics. 
But, as the years passed, his thought deepened and he began to 
suspect that our persistent troubles were not wholly due to mistakes 
and follies, but were largely caused by a deep-seated malady in 
the system of free exchange. He set himself to devise remedies 
which would enable that system to survive by curing it of its main 
defects. And so it happened that when the second great cata¬ 
strophe came, he liad armed himself to stand forward at the new 
daw'ti of tilings, not as a critic, but as a constructor. Is it an 
exaggeration to cast him for the role of the “ Pi'ince when the 
second war drew' to its close? After all, the United Nations 
Organisation does not contain new' ideas of great import. Men 
had come to believe that the economic issue w^as the ciucial one. 
Keynes was at hand now with his timely message that the system 
of free enterprise could be made to lunrtion better, that employ¬ 
ment could be sustained at a liigh and stable level, that trade 
depression could be avoided, and that the nations could co-operate 
to ensure that these benefits were enjoyed on a w'orld'wide scale. 
Keynes, more than any other man, seemed to be the bearer of 
dcKtrines which gave new hope. Three new^ personalities were 
now astride the world. American affairs w^crc in the hands of 
one greater than Woodrow Wilson. In Britain was a man with 
a policy deeply grounded in permanent principle, tenacity, 
honesty, loyal leadership But a happy ending was not to be 
achieved easily. Once again in the drama, as it unfolded, there 


* (JC p. 2ho supra. 
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were hints of tragedy. One great man was stricken down by 
death, another removed from power for the time being by the 
exigencies of party politics, and on the face of the third a hostile 
expression began to appear. And then — the “ Prince ” himself 
was taken from us. Were “ the forces of the half-world ” to 
triumph again on this second occasion ? There was still a gleam 
of hope. “ Prince ” Wilson had wielded his power by oratory 
and statesmanship; Keynes’ strength lay in his ideas. Ideas do 
not die with the man. Thus it is still possible that the powers for 
good may regroup themselves, and the weary nations leap forward 
to new prosperity. 



CHAPTER VIII 


RECONSTRUCTION 

1 

O N 5th June 1919, while Keynes was spending his thirty- 
sixth birthday lying on his sick-bed in Paris, Clive Bell 
and his Bloomsbury friends were having an enjoyable and 
indeed a thrilling evening. It was one of those rare first nights 
when an English audience allows itself to be carried away on a 
great wave of enthusiasm — the first performance of the Boutique 
Fantasque. Every foot of standing room in the Alhambra was 
occupied. The Oueau de Feu was given first and applauded ; but 
it was plain that expectancy was concentrated on the new produc¬ 
tion that was to follow. Throughout the Boutique ripples of applause 
ran through the audience, and when the Can-Can dancers ap¬ 
peared, the house was drowned in a great roar of ‘‘ Massine! 
Lopokova!Excitement continued to mount. Expectations 
were surpassed. All agreed that the performance was superb. 

The whole season was one of great triumph for Diaghilev, 
In the reaction from the sorrows of war phlegmatic London was 
in a receptive mood, ready to entertain new experiences and 
appreciate new forms of expression. When the utterances of 
political leaders were reaching their lowest depths and the news 
from Paris was blurred and depressing, the voiceless beauties of 
the ballet seemed to bring a new message of hope. The world 
was going awry; but here before our eyes something was enacted 
which achieved perfection. We could console ourselves that man’s 
powers were not decaying. 

Bloomsbury shared in the enthusiasm ; contacts made in 1918 
were revived, and once again the painters and dancers flowed in 
and out of 46 Gordon Square, It was rather a strange confluence; 
for there on the one hand were Derain and Picasso and these 
wonderful Russian dancers, and there on the other was a group 
of rather academic English folk, talking quietly, critically, intel¬ 
lectually, stretching out their hands with gestures of warm welcome 
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from a background so very different. Under the stimulus of their 
appreciation for these great foreigners, they dissolved and became 
exuberant. Keynes arrived in the midst of all this on his return 
from Paris. What a change of atmosphere! Towards the end 
of the season he helped to organise a great party in Gordon 
Square, a culminating occasion of gaiety and reveliy. Unhappily 
Lydia Lopokova, the brightest star, had temporarily withdrawn 
herself from the ballet and disappeared from the scene of action. 

In these months of June and July Keynes divided his time be¬ 
tween London, Cambridge and Charleston. Important decisions 
had to be taken. It was clear to him that he did not wish to 
return to the pattern of his pre-war life, in which he had had to 
work so hard at teaching, external examining and other minor 
chores in order to make a reasonable livelihood. He felt he had 
a vocation now to intervene actively in shaping public opinion. 
He had knowledge and experience and a clear vision of what 
ought, and what ought not, to be done. He must not become so 
cluttered up with routine w^ork as to be unable to give his mam 
energies to the salvation of Europe. 

No doubt there was another strand in his thinking. Altfiough 
he entered with zest into his teaching work, and enjoyed it thoi- 
oughly, he had never felt attracted by the prospect of the life 
of an ordinary college tutor. Something had always beckoned 
him to a wider field of action. Could he not find a way of com¬ 
bining his work for King’s, which he loved, with other w^ork in 
London, which might be more remunerative and wi>uld keep him 
in touch with the centre of affairs ? 

Money was certainly a problem. He had no inheritance, and, 
so far, had had no business connections. But he felt that his experi¬ 
ence in the Treasury could be tuined to good account; one who 
Uad managed the external finances of the nation during the war 
with acknowledged success would surely have some maiket value 
in the w^orld of finance. He must look around. By temperament 
he was courageous and always ready to take risks. In June 191C) 
he decided to reduce his University and College commitments, in 
the hope that something would turn up. 

Accordingly, he explained to his College that he did not wish 
to be too heavily burciened with pupils. He informed the Uni¬ 
versity that he would lecture once a week only, namely on the 
Economic Aspects of the Peace Treaty (As a consequence 
of this he resigned his Girdler lectureship in May of the following 
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year.) There was some discussion in June about bursarial matters 
at King’s; a committee had already reported with the suggestion 
that Keynes be asked to undertake duties in connection with the 
College finances and accounts. No doubt the College wished to 
obtain the benefit of his expert knowledge, but it was not yet 
ready with a definite proposal. Only in the following November 
was he appointed Second Bursar. The stipend was /^loo a year! 

A proposal came to him during June to be Chairman of a 
foreign-owned bank at a salary of £2000 a year. It was explained 
that the duties would not be such as to occupy him more than one 
day a week or interfere with his academic duties in Cambridge. 
A tempting offer for a mans, whose academic appointments 
were apt only to bring him in sums of the order of p(^ioo or £200 
a year. He consulted Sir Robert Kindersicy, Mr. Brand and 
Mr. Falk, The Bank was concerned with the finances of Scandi¬ 
navian trade, and Keynes had some doubt whether he would have 
effective control. There was also the idea that a foreign connec¬ 
tion might jeopardise other appointments in the C!ity. His friends 
advised him against accepting, and he took their advice. 

J. M, Keynes io Mn\ Keynes, 6 th August igig 

Charleston. 

After a vciy feverish ten days in London, I liave settled down 
here fur the rest of I he sumrnci. The weekend ]>efore last I spent at a 
rather amusing parly at the Asquiths, — the Grand Duke Michael 
and Countess Toiby, Mrs. Keppel, the Countess of Crewe, etc. etc., 
old-world celebrities as you sec, off whom I won £22 at bridge. On 
the following Tuesday 1 gave a party at Gordon Square to round up 
the season, whi(JTi was judged a great success, — I w^as too much 
occupied with the strenuous staff work of host to see much of it. We 
sat down thirty-three to supper shortly before midnight and did 
not rise from table until half-past one. It is astonishing what the 
resources of a household are, when pushed. The next evening was 
amidst great excitement the last night of the ballet, all of my various 
worlds being there. I also kept various business appointments, gave 
evidence before the Indian Currency Committee, addressed the 
Fight the Famine Council, opened a discussion on the Peace Terms 
at a city Dining Club, and lunched and dined out every day, 
after which ] was quite ready for the country. It’s amusing to pass 
Ifom Cambridge, where Tm a nonentity, to London, where I’m a 
celebrit). 
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I have ai ranged for my book [Econotm Consequences^ to be 
published by Macmillans. 

Here my breakfast comes at 8 and my book occupies me until 
lunch, befoie which I am not seen in tlie pubhc rooms. After lunch 
The Tunes and after The Times gardening until tea time. After tea 
my correspondence. All very regular I have brought my own 
servants down here, as the total party is large, and Gordon Squaie 
IS shut up 

Old Asquith, by the way, is coming to next King’s Foundei’s 
Day as m) guest and will probably stay the weekend. 

During August and September he was immersed in wnting 
bis famous book, but not so immeised that his mind could not 
dwell on other matters also. Early in August he began a new 
caieer, which he was not to ithnquish for many yeais, that of a 
speculator. Depositing a modest covei with Mr. Falk’s finn, ho 
began buying and selling ioieign (uiiencies forward m large 
quantities. His operations included the rupee, the dollar, the 
French franc, the mark, the lira and the Dutch floiin. Broadly, 
he tended to be a bull of dollars and a beai of the European 
cuircncics. His tiading was active and continuous, large amounts 
being bought and sold eveiy few da>s, but it was alwavs based 
on his jadgraent as an economist, and not on rumours of the market¬ 
place. He soon found that he was making substantial profits. 


J. M. Kejms to Mrs. Kiynts, ^td Siplembet is)iy 

I haven’t lived such a tegular life for )e.ais and am vei) well 
My diveision, to avoid the possibiht) ol ledmm m a country life, 
IS speculation in the forrign exchanges, which will shock father but 
out of which I hope to do veiy well 

At this time he entered dcepl> into certain plans of Mr Henry 
Stiakosch for setting up a new company to sell South Afriian 
gold. He and Strakosch were to be the inaiiageis. It was felt 
that existing marketing arrangements could be improved. There 
was active discussion throughout the autumn , there was a meeting 
with the Rothschilds and consultation with the South African 
Government. In the end it was decided that it would be undesii- 
able to start opeialions until the South African Government had 
defined its currency policy more clearly. Early m 1920 General 
Smuts wrote to Keynes asking him to come out to South Africa 
for two months to define their currency policy for them, but the 
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iavitation was declined* He was all in the midst of laying the 
foundation of his career in the City of London, his book had just 
appeared and he ought to be ready to take part in any contro¬ 
versies arising out of it, and he did not wish to make a break in 
his College duties, so lately resumed. 

Meanwhile another opening had occurred. In September, 
through the intervention of Mr. Falk, he was invited to join the 
Board of the National Mutual Life Insurance Company, of which 
he became Chairman in 1921, a position which he retained until 
1938. His financial career was beginning. 

In tlie midst of writing and business, he was keeping his eye 
on developments in Europe. Early in October he was invited 
by Dr. Vissering to attend a meeting of experts on international 
finance which was organised by the Bank of the Netherlands. 
The agenda was to consider how the credit-worthiness of the 
principal nations could be revived and an international loan 
floated. Keyjies was encouraged by the constructive attitude of 
the Dutch and went lo another meeting later in the year. 

Macmillan’s w^erc doing his book. He was anxious that the 
first edition should be a large one and consist of at least 5000 
copies. He had confidence that it would interest the public. 
After discussion, it was agreed that he should take the risk himself 
and pay for the publication, giving Macmillans a royalty of 10 
per cent. (He had shared profits on Indian Currency and Finance 
on a 50-50 basis.) By paying for the publication he gave himself 
the prospect of much bigger profits should the sales prove large. 
In the long run this arrangement with Macmillans w^as highly 
advantageous for him, since his other books were published on 
the same basis, but misfortune dogged The Economic Consequences 
of the Peace^ both as regards the 5000 c opies and, as we shall see 
presently, his profit on the book. 

It was printed by Messrs. R. & R. Clark of Edinburgh and 
the sheets came to London by sea; a ship carrying 2000 copies 
was driven eastwards by storm and finally wrecked; the copies 
were thrown overboard in order lo lighten the load. Thus, after 
all, the book went out of print soon after it appeared. Meanwhile 
the kindly waves of the North Sea were carrying the precious 
sheets in an easterly direction, and, lapping gently upon the coast 
of Denmark, brought three large bales safely ashore. The pages 
had not been much injured by the water, Keynes first heard of 
this from an old Cambridge man, Mr, David Pritchard. The 

u 
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sheets were sold by public auction in Denmark* 

He was having trouble on the American side. He consulted 
Mr, Felix Frankfurter, who passed through London on his way 
home from the Paris Peace Conference, where Keynes had made 
friends with him. Frankfurter offered to help and took a copy 
back with him. On the boat he showed it to two fellow pass¬ 
engers, Brandeis and Graham Wallas, who pronounced it to be a 
great work. On arrival he gave it to Mr. Walter Lippmann, then 
a reader for the recently founded firm of Harcourt Brace & Co. 
Frankfurter wrote back explaining that this was a new firm, 
but that he had consulted people of judgment who thought 
that it would do well. Keynes characteristically replied that he 
had complete trust in Frankfurter’s discretion ; let him go ahead.^ 
The early success of Harcourt Brace was not entirely unconnected 
with their publication of The Economic Consequences of the Peace, 
A year later Keynes persuaded Lytton Strachey to change his 
American firm and undertook all the negotiations with Harcourt 
Brace for the publication of Queen Vicioria in America. 

The Economic Consequences appeared in England at the end of 
December 191 g, and a month later in the United States. Its 
impact on the public mind was immediate and its reception 
tremendous. Long reviews appeared in all the papers, in the 
United States sometimes with banner headlines. For a month it 
was the main topic of conversation. 

Reviewers predisposed to agree with its opinions were lyrical 
in its praises. All used such phrases as a book that will have 
to be most seriously considered ”, the most important book 
which has appeared since the Armistice ”, “ more exciting than a 
novel Many reviews were hostile; but only a few very 
insignificant papers presumed to make light of the book. The 
rest, even when advancing what they deemed to be weighty 
criticisms, paid it the compliment of careful attention. I'hey made 
it plain that an effective blow had been struck and that the reply 
must be well thought out. One has the impression that, even on 
the first round of discussion, most critics took defence of the 
economic clauses of the Treaty to be rather a forlorn hope; they 
made the most of the writer’s lack of political experience and 
background. There was also much stern rebuke. An ex-member 

* Frankfurter also arranged that extracts from the book should appear in the 
New Republic, For many years thereafter this journal piovided an important outlet in 
the United States for Keynes’ views. 
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of the Treasury, who had been at Paris, had no right to make an 
attack on a treaty to which his country was party. The portraits 
of the Big Three were said to be in bad taste. Lacking good argu¬ 
ment, the critics took refuge in moral censure. There was another 
sentiment, sometimes mounting to passion, in the hostile reviews, 
which was more respectable than the moral reprobation, because 
more genuinely felt, namely, violent displeasure at what one re¬ 
viewer called Keynes' ‘‘ fervent indifference to German criminal¬ 
ity Lloyd George was no doubt right in deeming that an 
intense hatred of the Germans was still widespread, and Keynes’ 
plea that the terms were impracticable as well as unjust was 
brushed aside by the torrent of hostility to the defeated enemy. 
This choleric pugnacity outlasting the war makes curious reading 
for one who has lived through the aftermath of the second war, 
in which the Germans displayed attributes much more detestable. 
Is it that the British have grown too weary to nurture lusty feelings 
of indignation ? Or is it possible that moral standards have risen 
since the close of the first war? Is it possible, even, that Keynes’ 
own influence has altered the feelings of the younger generation 
about decent behaviour in victory? 

He was inundated with requests to write and speak, refusing 
most. In January 1920, however, he made a little tour and 
addressed three meetings in Liverpool and Manchester. One of 
these was organised by the League of Nations Union. There 
were violent protests against that organisation having anything 
to do with such a man. 

Yet, despite the vehement denunciations, the bluster and the 
moral reprimands, Keynes’ arguments quickly sank in. Those of 
leftward opinions acclaimed a new leader; those of the centre 
and right were deeply impressed, for Keynes had certain qualities 
which sharply distinguished him from other wTiters of the left. 
He had a strong vein of realism which appealed to the type of 
mind that disliked Utopian fervour. He appeared to be in touch 
with actuality, to understand bow things worked, to be a connois¬ 
seur of the high affairs of state beyond the grasp) of ordinary folk; 
despite his radicalism, he seemed to many on the Conservative 
side to be one of themselves, because he spoke in terms of reality 
and not vague aspiration. They looked one another in the eye: 
“ I suppose this fellow is right; I suppose we have made a most 
fearful hash of things 

Keynes retained his poise. He paid no attention to personal 
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attacks; they were a matter for his own comcicnce> and that 
was dear enough. Very soon he felt justified in taking the view 
that his main battle was already won. All those of reasonably 
good information had been convinced by his arguments that the 
Treaty was unworkable; the only remaining difference of opinion 
was whether to have an outright revision or to trust that in the 
working the terms would be changed out of recognition. Mr. 
John Foster Dulles wrote a long letter to The Times on i6th Feb* 
ruary defending the American delegation at Paris, while admitting 
that he had ‘‘ reached the conclusion, although with considerable 
doubt, that pensions and separation allowances were not properly 
chargeable to Germany He placed his hopes on the wisdom 
of the Reparations Commission in making an intelligent allevia¬ 
tion of terms and modes of payment, “ in the event that they 
should prove to be excessive Keynes made a long reply on 
igth February in a stniin of confidence. ‘‘ It is more than two 
months since my book was published, and it has attracted much 
notice and many readers. I have been criticised on various 
grounds, personal and otherwise. But no one has made a serious 
attempt to traverse my main conclusions. The illuminating 
influence of time has done its work, and those condiisions no 
longer conflict with the instructed opinion of the day.” 

Reference may be made to another letter m The Times on 
27th February, since Keynes’ answer to it fist March) is worth 
quoting as a fine example of economy in controversial writing. 
The letter of Keynes’ critic consisted of 259 lines in the columns 
of The Times. Keynes’ answer consisted of 27, as fallows ; 


Sm, 

On November 5th, 1918, the Allied Governments, subject to two 
qualifications, declared their willingness to make peace with the 
Government of Germany on the terms of peace laid dovm in the 
President’s addiess to Congress of January 8, 1918, and the principles 
of settlement enunciated in his subsequent Addresses”. 1 have 
argued that this agreement was not kept, and that its breach is 
dishonourable to us. 

-’s letter, which you publish to-day, is directed to the con¬ 
tention, not that the Treaty is in fact in accord with these terms and 
principles, but (1) that, as there was no independent authority In a 
position to endorse this agreement, it was not a ‘‘ contract ”, and 
(2) that some of the terms and principles in question were so lacking 
in legal precision that thdr interpretation “ might be argued for 
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motiths without any irrelevance or was^te of time What, for 
example'— this philosopher asks — arc ** rival States *’ ? What is 
a group of nations ? What “ territorial settlements were 
“ involved in this war ” ? It is an extraordinary commentary on the 

workings of the human mind that-should believe that he has 

thus contributed to the establishment of our good faith. 

I am, Sir, your obedient servant, 

]. M. Keynes 


In the United States there was less moral reprimand, and the 
anti*German fury seemed to have died down. There too, how¬ 
ever, he had many critics. There was some exploitation of his 
book by the political opponents of the President, and Senator 
Borah read long quotations in a speech in Congress on lOth 
February. Some reviewers spotted that in the controversy about 
the League, which had been raging for six months, the Americans 
had been arguing off the point and were now being taught for 
the first time what the Treaty was all about. However, it was 
too late to change, and the Treaty was already doomed to defeat 
on account of arguments previously adduced. Friends of the 
Treaty pointed out that the economic plight of Europe, as shown 
in the book, made it all the more necessary for the Americans to 
play their part in the League and the Reparations Commission in 
getting wise and helpful decisions. 

In his constructive proposals Keynes had voiced the view that 
the present governments of Europe were untrustworthy, and that a 
change was necessary if progress was to be made. ‘‘ If I had 
influence with the United States Treasury, I would not lend a 
penny to a single one of the present governments of Europe.'’ * 
This sentence was seized upon and given a banner headline in 
some American newspapers. 

Professor Allyn Young, who had been an expert in the Ameri¬ 
can delegation at Paris, had some correspondence with Keynes 
about the book and gave publicity ^ in America to the following 
passage in a letter which he received: 


J. Jlf. Keynes to Professor Allyn Toungy 28th February iq20 

As regards my picture of the President, you must remember two 
things: one, that I wrote it in July immediately after I left Paris and 

* Th Ecotumu Comeguences of the Peace^ p. 267. 

* The Republicmt Springfield, Mass., 1st April 1920. 
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before I had any knowledge of his illness, and, two, that although it 
is generally taken as an attack on him, I intended it not so much as 
an attack as an explanation. Many persons here believed that in 
spite of appearances the Treaty must be in accordance with our 
engagements, because the President had acquiesced in it. I thought 
it necessary therefore to give a human explanation of how it came 
about that this was not so. In spite of everything I say about him, 
and of all my disappointments, I still believe that essentially the 
President played a nobler part at Paris than any of his colleagues. 

Keynes could feel satisfied with the effect that he had produced 
on opinion in England at the price of aspersions on his character. 
It is interesting to record that at this time, when many pompous 
persons were looking down their noses and reviling him as a back¬ 
slider, he was by no means completely outcast. On 4th January 
Bonar Law had him to dinner. On 2nd February Austen Cham¬ 
berlain, then Chancellor of the Exchequer, wrote to him to obtain 
his personal opinion whether the recent rise in the Treasury bill 
rate had been a wise move. While journalists castigated him 
for letting down British Ministers, the Ministers in question 
were seeking his advice. At that time he held the orthodox view 
that a stiff rise in money rates was desirable in order to check 
inflation. 

He felt that things were very slowly beginning to move in the 
right direction. In the Easter Vacation he went to Rome with 
Duncan Grant and Vanessa Bell, These settled down to painting, 
while Keynes spent much of his time in a social round. He was 
feted by Italian Liberals as a great man. He found at the British 
Embassy an old King’s man, Mr. Haslam, and they had much to 
talk of. This revival of an acquaintanceship had further conse¬ 
quences, for on Mr. Haslam’s return to England a couple of years 
later he proposed to the Provincial Insurance Company that 
Keynes and Mr. Falk should be invited to ac^t as economic 
advisers. In 1923 Keynes joined the Board and became President 
of their Finance Committee, where he guided the investment policy 
of the Company. He remained a member of the Board throughout 
his life, and this was one of his city connections which he valued 
most. 

Good news came to Rome of his financial speculations. Since 
leaving England he had made a profit on francs of about ^^22,000 
to set against losses on dollars of about £8000. He was indulging 
in an orgy of shopping of all kinds of objects which in spite of the 
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difficulty of getting them to England are amazingly cheap. I 
should think we have bought about a ton so far, including 
quantities of furniture.’’ ^ When tired of gaieties, he went with 
the others to the Sabine Hills and thereafter proceeded to the 
Berensons. Thus the ways of peace were revived, and his personal 
prospects seemed fair. 

Soon after his return to England they became overcast. His 
speculations were based on his judgment of economic trends, 
but they were carried out in day-to-day operations with a very 
narrow margin of cover. This technique was not really suited 
to the basis on which his risks were taken. At least, he would 
require the most consummate skill if he was to match the one 
to the other. In the later days of May the dollar showed an ob¬ 
stinate refusal to appreciate, and the mark showed an obstinate 
refusal to depreciate. It was contrary to reason, but such was 
the case. The mark underwent a surprising and substantial 
revival. 

Looking back, wc may deem the rise of sterling against the 
dollar to have been not unnatural. The slump hit America first, 
and for some months she had been feeling her way towards a 
policy of deflation. But the Federal Reserve System moved 
slowly, and its influence on the market was always delayed; 
there were twelve Banks, each with some independence, and there 
w^ere numerous Bank Rates, varying according to the class of 
paper. One could not say that a G per cent Bank Rate was 
generally established until June. The Bank of England retained 
some of its old skill; it put the Bank Rate up to 7 per cent on 
15th May, and that was effective. Although relative interest 
rates do not exert their normal effect on the foreign exchange 
when there is no par of exchange, we may suppose that they exert 
some effect, and that the more efficient deflation on the British 
side was responsible for the temporary strengthening of sterling. 
The strength of the mark is somewhat more difficult to explain; 
it was suggested at the time that American investors were having 
their first flirtation with German Municipal Bonds, the later 
development of which, after the new mark had been stabilised 
by Schacht in 1924, led to such wide-reaching effects. The move¬ 
ment of the mark at this time may merely have been a reaction 
from its earlier collapse; the other continental currencies also 
showed an upward tendency. All these movements were short- 

* l4"tter to Mrs. Kryncs, i6th April. 
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lived, and when another three months had elapsed the previous 
trends had been resumed. 

Keynes could not wait for three months. As the later days 
of May ebbed away, it became clear that he was ruined. Between 
the beginning of April and the end of May he had lost £13,125. 
A small syndicate, for part of the resources of which he was 
morally responsible, also lost ,^8498. Previous gains were wiped 
out, and his small cover Sales had to be effected. His firm 
asked him to pay in £’]000 to keep the account open. They gave 
him favourable treatment, which helped to carry him through. 

It is clear that, in the last resort, such a call was not beyond 
the means of his parents. Dr. Keynes had capital and would be 
ready to help. Maynard Keynes himself argued in retrospect 
that at the worst point his own assets were just enough to meet 
his liabilities, on the assumption that he sold all his pictures, 
books and other possessions; there may have been a little wishful 
thinking here. However, the position was clearly not irretrievable. 
It would indeed have been a disaster if the man who had so recently 
set world opinion agog by claiming to know better than the mighty 
of the land had himself become involved in bankruptcy. One 
can imagine the banner headlines. He was never really near such 
complete disaster. 

In the event the call of his firm was met in part by a loan of 
£5000 from a famous financier, with whom he had no close 
personal relations, but who knew, through a third party, of his 
work at Paris and admired it greatly. This was repaid in Decem¬ 
ber. For the rest he had another resource. There was The 
Economic Consequences of the Peace. He had already had large sales 
in England, and in the course of business Macmillans had advanced 
him ^1000. That had already gone. They would not ordinarily 
settle his account till after ist July. He wrote to request an ad¬ 
vance settlement in respect of what was due. They promptly sent 
him a cheque for 1500. Did he finger it lovingly? This was 
the reward for his masterpiece, a work of passion and anguish of 
spirit. He had torn himself away from the hateful coils of Paris 
in order to drain all his resources of knowledge and skill and art 
into persuading the world to be more wise and generous. It was 
the great work of his life so far; perhaps he would not achieve such 
another. There was the ;Ci500 lying on his desk. It was a just 
reward. But it was no longer his. It would be paid into his bank 
and at once paid out again, to swell the balances of those sagacious 
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persons who thought that the mark had a rosy future and the 
dollar a poor one.^ 

2 

His parents, whom he took into his confidence about the 
set-back, did not offer reproaches, but advised caution in the 
coming year. We may be confident that he had learnt his lesson. 
The intellectual apparatus would be brought to bear to make quite 
sure that this would not recur. To expect caution was per¬ 
haps asking too much; this was beyond his range; prudence 
he might conceivably achieve. The loan had sufficed to carry 
him through. Within a few weeks he was deeply in again, 
working on the same general lines. He was temperamentally 
daring and confident of his own reasoning. It would have been 
against his nature not to back it with all he had. Besides, this 
was his fight for freedom. He had no inheritance which he could 
enlarge by more orthodox financial methods. In the previous 
year there had been some hint that he might be offered a place pn 
the board of one of the great British banks ; ^ his book had made 
that quite out of the question now. He was determined not to 
relapse into salaried drudgery. He must be financially indepen¬ 
dent. He felt that he had that in him which would justify such 
independence. He had many things to tell the nation. And he 
wanted a sufficiency. He must be able to take stalls at the Russian 
Ballet whenever he wislied — and entertain the dancers, if that 
struck his fancy. He must be able to buy his friends’ pictures — 
and pay them handsomely. These other dealers in money 
merely squandered their earnings on banal conventional luxuries. 
He must use his brains to put some of their money into his pocket, 
where it would fructify, not only financially, but in supporting 
the arts, and people who really mattered, and in giving his own 
powers scope. 

So he went deeply in. By the end of 1924 he reckoned that 
the value of his assetvs, after deducting his large overdrafts, and 
not counting pictures and books, was ^'57,797. By the beginning 
of 1937 it was 5(^506,450. He died lea\dng about 5(^450,000, if we 

* Mr. Daniel Macmillan recalls meeting his old friend in the street in tlie autumn 
of 19IC) and telling him that he was having a little speculation by buying German 
marks at low prices. Kevnes warned him against it, and Macmillan took his advice. 
Had he mt done so, Keynes could have settled his accoimt on the book by returning 
Macmillan his own cheque! 

* Not to be confused with the firm offer by the Scandinavian Bank. 
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include the value of pictures and books. 

It is proper to mention that from time to time rumours have 
circulated among those who did not know Keynes well, that he 
made his fortune by using inside information when in the Treasury. 
Such rumours were especially apt to occur among those who 
disagreed with his opinions on political economy. They may be 
scotched by the facts. 

He had no foot in the Treasury (or any other official position) 
between June 1919 and July 1940. The operations which he 
undertook within a year of leaving the Treasury in 1919 cost him 
the whole of his accumulated savings to date (about /^6ooo) 
and the main proceeds of the English sales of The Economic Conse¬ 
quences of the Peace. His speculative account opened on 14th August 
1919, and his fortune reached its peak in 1937. To start with, 
in order to sustain his operations, he put in a modest cover of 
about f^ooo worth of securities. His firm required 10 per cent. 
He borrowed small sums from certain members of his family, 
paying them a handsome rate of interest on the loans. He 
ploughed back his quick profits and was thus able to pyramid 
his holdings. Then came the reverse, when he lost all and went 
outside for help. From this time onwards his position was built 
up by a gradual process, of which he kept a record. 

We may add that to those who knew him at all well the 
charge appears quite fantastic. He was punctiliously honourable 
in all financial matters. Not only would it have been entirely 
inconsistent with his character to have taken advantage of official 
information, but he had a certain idiosyncrasy, well known to 
those who worked closely with liim, which made it extremely 
distasteful to him to use ordinary inside business information 
acquired in a straightforward manner. This was partly based on 
intellectual grounds. He believed that the safest way to earn 
was to consider a proposition in the light of the general economic 
situation and his own judgment as to how that would develop, 
and to back his judgment. He believed that ‘‘ inside information ” 
more often than not led investors astray. It was a favourite dictum 
of his in the ’thirties that the dealers on Wall Street could make 
huge fortunes if only they had no inside information ” ! 

There was also a moral side to this idiosyncrasy. He too 
had his puritan blood. Was there some obscure corner of his 
nature which evoked that sympathy, which his urbane style 
could not altogether conceal, for the poor Presbyterian President 



RECONSTRUCTION 


37-54} 


^ m 


in his difficulties ? There seemed to him to be something wrong 
in taking advantage of special knowledge, even when that know* 
ledge had been gained in a thoroughly proper way in the ordinary 
course of business. It was not quite playing the game. The game 
was to pit one’s intelligence against others who had the same 
public information at their disposal, so that the reward, when it 
came, would be, subject to the inevitable risks, the prize of superior 
judgment. These traits of his character are known to many, who 
can give the lie to malicious rumour-mongers. 

It is convenient at this point to cast a forward glance over his 
financial dealings. He continued his daily intervention in the 
exchange markets. Towards the end of 1920 he began to take 
an interest in cotton, and at the beginning of 1921 he opened an 
account in this commodity and dealt heavily. Then his interests 
broadened, and we find him trading in lead, tin, copper, spelter, 
rubber, wheat, sugar, linseed oil and jute. All this dealing was 
based on a close study of general influences aflecting the world 
markets in each of the commodities. He maintained this active 
interest until 1937, when he fell ill and decided to abandon it; it 
was one of the few sacrifices which he made to the clear need for 
conserving his energies. During the ’twenties his personal opera¬ 
tions were highly speculative, being supported on narrow margins 
of cover. 

He was also interested in securities, and participated in a 
number of syndicates. In the ’twenties he was very close to Mr, 
Falk, and they often acted together in a professional way as 
occasional consultants to firms. In 1920 Debenham & Go. 
constituted an Economic Committee, on which he and Falk and 
one or two others seiv^ed for a period of four years. In 1921 a 
small investment company was formed, consisting of Mr. Falk, Sir 
Geolfrey Fry, Sir Frank Nixon, Mr. Dudley Ward, Mr. Trouton 
and Keynes. The names are familiar! The old A ” Division 
of the Treasury had come together again, to pool their wisdom, 
and, to celebrate the fact, the company was christened “ A.D.” 
Somewhat later he and Falk took part in the formation of 
the Independent Investment Trust, which was on a somewhat 
larger scale. Then, later again, he participated in the formation 
of a very select company, called “ P.R.” {ndvra pu). This was 
a channel contrived by Keynes to enable his close friends to 
increase their capital. It was, therefore, a matter of particular 
concern to him. When the slump of 1929-31 came there was a 
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wodFul depredation, and Keynes had some difference of opinion 
with his assodates* The rights and wrongs of this do not concern 
us, but Keynes felt it incumbent on him to have the capital 
divided into four parts, and by the clever manipulation of his 
fourth he was able to ensure that his friends regained their capital 
in full. 

In the early period he had the idea, which was shared by 
Mr. Falk, that it should be possible to turn an economist’s under- 
standing of the vagaries of the business cycle to profitable account. 
There should be appropriate movements between gilt-edged 
securities and equities, and between long-term and short-term 
securities. For this purpose it was more needful to study business 
barometers than the qualities and characteristics of any particular 
asset. It is possible that his services were sought partly because 
he was supposed to have special expertise in interpreting these 
mysteries. He hoped at one time to assist the fortunes of King’s 
College by applying such methods in the investment of certain 
funds. It is not clear that this technique ever met with great 
success, save in one respect, namely, that his confidence in the 
early ’thirties that die rate of interest would fall and Stock 
Exchange values be restored to a due relation with the values 
of the physical assets which they represented, greatly assisted him 
and all the institutions which depended upon his advice. In 
due course he himself became sceptical of the practic al value of 
business-cycle theory for the purpose of private gain, and con¬ 
centrated on the careful choice of particular investments, mainly 
with a view to their long-term prospects. It is clear that in the 
early rapid build-up of his private fortune he cannot have 
relied upon long-term considerations or even upon business-cycle 
movements; in this case it was quicker changes that he had to 
take into account; he traded very actively, moving in and out 
continually. 

In the management of his own capital and in these small 
companies, the aim in early days was to get a quick enlargement 
of capital, and the method one of extreme boldness, decisions being 
taken on an economic appraisal of the general situation. At the 
Bursary of King’s College he had to look at matters very differently. 
Extremely long-term considerations were all-important. He soon 
acquired a dominating influence over investment policy there, 
becoming First Bursar in 1924. 

In the case of the National Mutual and the Provincial Insur- 
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ance Gompames, he had a different problem again. As with the 
Clollege, caution was necessary — he was prejjared to cultivate 
this virtue when dealing with money not his own. But in the case 
of the insurance companies much greater stress had to be laid 
on liquidity. His success in increasing the revenues of King’s 
was spectacular, and the insurance companies also prospered. It 
is fair to add that his own capital and that of the institutions 
whose investments he managed felt the full brunt of the slump 
of 1929-31. In all cases there were large advances thereafter 
beyond the pre-slump positions. 

Keynes gave zealous and unremitting attention to these 
investment problems. He had the difficult intellectual task of 
keeping distinct his three strands of thought, that relating to his 
own affairs, that relating to the College, and that relating to the 
insurance companies. To most men this would seem well-nigh im¬ 
possible, and there were moments when even Keynes complained 
that he had set himself too hard a task. Yet we may be sure 
that basically this very difficulty kept his interest alive in it. It 
afforded the kind of intellectual conundrum which he thoroughly 
enjoyed. His work was performed in bed in the morning. Finan¬ 
cial intelligence came to him from the various brokers and he 
assimilated the information provided by the newspapers. He 
pondered upon the implications of what he learnt and made his 
decisions. He reckoned that the whole business took him about 
half an hour each morning. 

From an early date he had laid stress on the careful selection 
of long-term investments and adherence to them through bad 
times. This aspect became, as time went on, more important 
in the management of his own money. His position had changed 
very considerably; he was no longer a man trying to build up a 
capital out of practically nothing, but a man of moderate substance 
who was trying to increase it. This docs not mean that in the 
following period his policy was by any means orthodox. He was 
prepared to take considerable risks by buying securities of low 
market valuation. Nor did the policy of relying for profit on one’s 
selection of particular securities imply adopting the common 
practice of looking for inside information. His selection was 
based on two main considerations, first, the prospects of the busi¬ 
ness in the country in question, having regard to the general 
economic circumstances, and, secondly, the balance-sheet of the 
company. He laid great stress on the latter. Careful scrutiny of 
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the balance sheet was more valuable than all the inside informa¬ 
tion in the world. The laws of arithmetic were more reliable 
than the winds of rumour. Having chosen his stocks carefully, 
he was entirely unwilling to be frightened out of them by short¬ 
term reverses. Nor did he take quick gains. Having convinced 
himself that the stock had a good long-term future, he waited 
patiently, through ups and downs, for the long-term potential to 
develop. 

It is worth placing some emphasis on this characteristic of his 
later investment policy, which is well authenticated, because it is 
at variance with the commonly held view of him that he was an 
inveterate vacillator. One may beg to suggest that vacillation 
is not in itself a virtue or vice, but only so relatively to the matter 
in hand. Nothing is lost by changing one’s allegiance in the realm 
of abstract doctrine as soon as one’s assessment of the weight of 
argument changes. There is everything to be said for repeated 
changes of front when coping with a changing situation, or in the 
conduct of negotiations, as the strong and weak points of the 
opposition successively emerge. In other cases it may be vitally 
important to abide by one’s original decision. Keynes showed his 
capacity for doing this in his investment policy; some have even 
thought that he carried his unwillingness to change his investments 
too far. 

This shift of emphasis, which became marked in the early 
’thirties, led to some disagreement with Mr. Falk in connection 
with the Independent Investment Trust. They did not woik 
together in financial matters subsequently, but their personal 
friendship was unimpaired. 

There may have been a cause, other than the larger size of 
his own capital, for the shift of emphasis. Knowledge of his 
character suggests this, and the direct evidence of his associates 
corroborates it. His plans for private gain — including tlierein 
gain for the institutions with which he was concerned — were 
influenced by his abstract economic theory. He had been brought 
up in the traditional doctrine that successful speculation benefited 
the community. This was the view of Marshall and of the whole 
classical school. When in his letter to his mother, written in 
I gig,* he said that his father would be “ shocked ” by his specu¬ 
lation, this did not refer to moral but to prudential considerations. 
His father was very strongly of the opinion that one should play 

> Cf. p. 288. 
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for safety. As an economist^ Keynes would, no doubt, have 
subscribed to the doctrine that wise speculation served a useful 
purpose. It tended to reduce market fluctuations; it provided a 
trustworthy finger-post for producers and consumers; it enabled 
the whole economic system to function more smoothly and effi¬ 
ciently. As regards the gains of the successful speculator, in the 
case of the foreign exchanges, this was solely at the expense 
of the unsuccessful, who, since he had voluntarily incurred the 
risk, had no legitimate hardship if the risk went wrong. In the 
case of commodities, the same argument largely applied; what 
speculator A gained, speculator B lost; the consumer, however, 
would find that there was charged into the price he had to pay a 
sufficient addition to give speculators the wherewithal to pay 
their staff expenses together with a prospective average private net 
income not greater than would afford a reasonable reward for 
their application to this profession; the ordinary processes of 
competition would prevent average rewards to speculators rising 
higher; and in effect the consumer would pay nothing at all, 
because the value of the speculator’s services in reducing the costs 
of marketing would more than compensate for their rake-off. If a 
speculator, like Keynes, had no overhead expenses, he was being 
particularly helpful to the consumer. This was well-established 
doctrine. In the development of his own original theories, he 
became more doubtful about the beneficial effects of short-term 
speculation. This would not affect the value to the community 
of long-term speculative enterprise. 

Speculators may do no harm as bubbles on a steady stream of 
enterprise. But the position is serious when enterprise becomes the 
bubble on a w'hiiipool of speculation. When the capital development 
of a country becomes a by-product of tlie activities of a casino, the 
job is likely to be ill-done.^ 

It is probable that there gradually settled upon him a reluctance 
to be part of the casino. Indeed he argued with friends to this 
effect. Thus the change in his speculative habit was in accord 
witli the change in his economic doctrine. He was not inclined 
to put maxims of private conduct and maxims of social good into 
two separate compartments. His whole life was bound up in 
various ways with the promotion of wdiat he deemed to be the 


* 77 wr General Theory of Employment, Interest and Monty, p. 159. 
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general good; he would not have allowed his private quest for 
gain to be out of harmony, 

3 

His main intellectual task in 1920 was the preparation of the 
Treatise on Probability for the press. He found some difficulty in 
acclimatising himself once more to the complicated mathematical 
language of his own devising. He had to go over the whole book, 
filling gaps and deciding points which had still been at issue in 
the summer of 1914.^ 

In the Easter Vacation of 1921 he took Mr. J, H. {^‘Sebastian”) 
Sprott on a holiday to Algeria and Tunisia, where they worked 
together on the index. Mr. Sprott recalls an incident when a 
street-boy had polished their shoes, Keynes knew from his inner 
consciousness what should be paid, but this did not satisfy the 
lequirements of the natives, and stones were thrown at them as 
they proceeded along the street, Sprott suggested that some 
further emolument might end their embarrassment, but Keynes 
was firm. “ I will not be a party to debasing the currency.’’ He 
was throughout his life careful about small money matters — but 
Sprott did not realise what good reason he had to be at this 
particular time. 

As we move into that year, we get the sense of a great 
crowding of duties, a multiplicity and variety of interests, which 
was to be a feature of his life until he fell ill in 1937, His primary 
duties remained those connected with his Fellowship at King’s 
College, where he usually stayed from Friday until Tuesday. 
There he took pupils, sometimes one by one, gave lectures and 
held liis Monday evening Club. His bursarial duties grew and 
he soon became mainly responsible for the College’s investment 
policy. He maintained his interest in the quest for choice spirits 
in each new generation, for young men of intellect and sensibility, 
who would carry on the traditions of his own undergraduate 
days. The chosen ones became his friends, and he gave them an 
entree into Bloomsbury. At this time these included Sebastian 
Sprott, Alec Penrose, Angus and Douglas Davidson. He took 
some interest also in University affairs and testified to the Royal 
Commission on Oxford and Cambridge, of which Mr. Asquith 
was the Chairman. We find him writing a letter to the Cambridge 
Review upholding the cause of women.^ He continued in his editor- 

* CX chap iii, p. 138. * Cambridge Review^ 25lh February 1921 (vol. 42, pp. 273-4). 
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ship of the EcomMic Journal^ with his wonted careful consideration 
of articles submitted, whether he accepted or rejected them. 

In London he had to think of his own intricate speculative 
dealings. These were vital, the foundation of his new way of life. 
He must not make a second mistake. His City interests were 
multiplying. He and Mr. Falk were extending their operations 
as consultants. He never had any official connection with Mr. 
Falk’s firm of brokers, but he gave them the benefit of his opinions, 
while they stretched their facilities for dealing on his behalf to 
the utmost limit. He was in constant touch with them, and it was 
necessary for the success of his own undertakings and for maintain¬ 
ing the high quality of his advisory work that he should follow 
the financial situation closely from day to day. He was concerned 
with the status of currencies, the prospects of a number of com¬ 
modities and the condition of the Stock Exi hange. Many would 
judge that his financial activities were enough to absoib all his 
time. 

He had also to keep a careful watch on questions of high 
international politics. In these years there was a succession of 
conferences which produced constantly sliifting reparations pro¬ 
posals. He had lUi intention of letting 7 hr luonomic Consequences 
of (he Peace be his last word, and he decided that, as soon as 
the Tuatise on Probability was out of the way, he would write a new 
book on the reparations problem. He had a wide correspondence, 
in order to keep track as far as possible of the inner meaning of 
successive proposals. He studied the politicians in the attempt 
to plumb their motives; he must maintain the standard of 
psychological insight which he had set himself in the Economic 
Consequences, 

All this was not only in preparation for the next book. He was 
writing all tlic lime for the press, on the alert for any point which 
he thought the public should notice. Indeed he was developing 
quite a substantial journalistic activity. In the spring of 1921 he 
contributed regularly to the Manchester Guardian,^ 

Under the article of 27th April the subscript first appealed 
which is so familiar to his readers in later years: “ Copyright in 
the United States and translation rights reserved by the author 
Attempts to place some of these articles in the United States and 
elsewhere had been frustrated by the widespread quotation of 


* StT cspcciallv iqj!i — ist rt'bruar>, 5th Maich, i4th Maith, 27th April, (jth 
Mny, May. 
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extracts from the Manchester Guardian articles in foreign news¬ 
papers. He began to make it a habit, when he contributed an 
important article to the British press, to write round to half a 
dozen newspapers in various foreign countries offering it. He 
charged stiff prices, and his journalistic income was not incomidcr- 
able. In the summer, seeking to vary his audience, he placed five 
four-columned articles in the Sunday Times* Meanwhile he was 
discussing a larger project with the Manilmiei Guardian* The plan 
was to issue a series of weighty supplements on European Re¬ 
construction, with articles by the most distinguished authorities 
in each country, under Keynes’ general editorship. During 
the autumn he was busy with preparations for this publication. 
He had time for various bits of voluntary work in good causes. He 
was a member of the Liberal Committee on Industrial Policy — 
rejecting, however, the idea that he should become a parliament¬ 
ary candidate. He was thanked by Lord Robert Cecil for his 
work on the Disarmament Committee of the League of Nations 
Union. 

All this many-sided .activity did not lead him to neglect his 
old Bloomsbury friends. On the contrary, 46 Gordon Square 
was a great centre for parties and charades, 01 for pleasant intimate 
meetings and good talk. Bloomsbury had some revivMl after the 
dreary days of war. Lytton Strachey occasionally appeared from 
the countiy. There were the younger pet:>plc coming into the 
circle. The w^ork of members of the group was beginning to 
receive a wider recognition. Their ideas were assimilated by a 
larger number. There was a certain post-w^ar excitement and 
effervescence. Keynes was quite at the centre of things in this 
period. He cast aside his public and financial preoccupations 
and sank himself in the old atmosphere, the talk about life and 
art, the gossip about friends. There was not an) great change 
from pre-war days. Their habits of mind were too d(*eply en¬ 
grained, I’he critical, amusing commentary on men and tilings 
proceeded. The curious idiosyncrasy of the group, the strong 
flavour, persisted. 

An event occurred at this time which did much to enhance 
Keynes’ reputation and instil a proper respect into his critics. 
On 1st May 1921 the Reparations Commission, in accordance 
with its instructions, published its assessment of the total liability 
of Germany under the Treaty. In his book Keynes had reckoned 
that this would be £ji20 million ; he had rounded it up to ;;^8ooo 
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million in order to be on the safe side, since all the world seemed 
to be giving higher figures, and added a footnote prophesying that 
the result would lie between ;;(^6400 million and £8000 million. 
The figure provided by the Reparations Commission was ;;^I^6850 
million.^ Thus, his judgment was vindicated and, contrary to the 
expectation of his critics, his figure was found to err on the high 
side. He wrote a letter to The Times at once, in which he was 
able to cite other instances where his predictions were fulfilled 
by the Report of the Reparations Commission with remarkable 
accuracy.^ What the critics had failed to appreciate was that 
it was Keynes alone (and other British Treasury officials who 
silently agreed with him) who had done the real work, and that 
the other experts had been lazily contenting themselves with 
dogmatic guesses. He politely suggested that, in view of this 
result, his critics might pause to reflect that his estimate of Ger¬ 
many's capacity to pay was also worthy of consideration. 

In September three different newspapers to which Keynes 
had contributed, the Manche\kr Guardian^ the New York World and 
the Baltimore Sun, had the same bright idea. Keynes should be 
their special representative at the Disarmament Conference, to 
be held at Washington. Although he was rather tempted — it 
would be pleasant to revisit the United States —he rejected the 
pioj)osaI. The Confercnfc was likely to be mainly concerned 
with naval matteis, on which he was not an expert. He wished 
to confine his journalistic output to subjects that he followed 
closely and not to become a journalist at large. There was a 
more specific reason for the refusal. The fTOvernment of India 
had invited him to become \"ice-Chairmau of a Fiscal Commission. 
He weltonicd this levival ofliis connection with Indian problems. 
He would have to fit in a visit to India, and this certainly pre- 
diided his going to Washington «also. In writing to Scott, editor 
of the Manchester Guardian, with reference to the Washington 
proposal, he pleaded his Indian commitment: The Commission 
will, I think, represent a last effort, almost certainly doomed to 
futility, to save India for modified Free Trade. But, though 
there is little hope of success, 1 expect you will agree that it is an 
enterprise which is worth while.*' ^ Thus Washington had to 
give way to India. But the Indian visit did not come off either. 

On 26th May 1921 Diaghilev opened a new season in London. 

* Vi7. /;66o (millions) + the ^250 (millions) included in Keynes' estimate for 
redemption of Allied loans to Belg;ium. 

^ Tim Times, ^and May 1921. 
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It was marked by an event of considerable interest, the returii to 
the company of Lydia Lopokova, Once again she did the 
Can-can Dancer in the Boutique^ and she had the leading part in 
Les Sylphides. Once again she had tremendous ovations from the 
London audiences. For that autumn Diaghilev was planning 
something new, a production which some held to be the finest 
of all those he staged in London, The Sleeping Princess. Tchaikovsky 
and Bakst, Spessiva and Lopokova would their mixed power 
employ to enchant and captivate the spectators. The first per¬ 
formance on 2nd November had the same kind of rapturous 
reception that had greeted the Boutique Faniasque two years before. 
But this time it was the seduction of pure loveliness. The part of 
the Princess was taken by Spessiva, great classical ballerina, while 
Lopokova danced the Lilac Fairy with all her sweet impulsiveness. 
Keynes went often. 

In order to titillate his audience and maintain an excited 
interest, Diaghilev had the pleasant idea of varying the parts, 
and on certain nights Lopokova danced the Princess herself. 
Keynes made sure that he would sec her thus. He was spell¬ 
bound by this Princess, so light and quick, so charming and 
piquante, so coy and unexpected. As he w^atched, his whole 
being was filled with joy and exhilaration. 

How he adored the Ballet! What a great man Diaghilev was! 
As these formulae came into his mind, he realised how utterly 
inadec{uate they were to describe what he now felt. Far away 
in some distant recess of his being a little idea took shape, w^hich, 
travelling with the speed of light, gained possession of his wdiole 
mind and heart. This was a thought, new and strange, crisp and 
bold, daring. . . . Where would it lead him ? He was daring by 
nature. It seemed hardly possible that it could lead to a good 
result. He was a contriver by nature too. His life was exciting 
and full, with all his new and varied interests, but he could see the 
danger that, when the novelty had worn off, he might be sub¬ 
merged in a multitude of activities which were a weariness of the 
flesh. He certainly larked something to give personal significance 
to his multitudinous strivings. Some more vital motive was 
needed than the general good. This was certainly a very big idea. 
It was evidently much more important than Indian Free Trade. 

He already knew Lydia. Bloomsbury had maintained its 
contacts with the Russian Ballet. He began to pay her attention. 
She was living at this time at the Waldorf Hotel, and he persuaded 
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hm; to move to a flat at 41 Gordon Square, where she would be 
living below James and Alix Strachey and within easy reach of 
his Bloomsbury friends. He also discovered that she banked her 
earnings at the hotel. This was far from his idea of how to make 
the most profitable use of one’s money, and he suggested that he 
might give her some advice on that topic. He would evidently 
have to proceed warily, for if the idea was new and strange to him, 
how much more so would it be to her! To abandon Diaghilev 
and become the wife of a Cambridge don ! And then there would 
be another difficulty, since she was already married. She and her 
husband had parted and he was now in America. Keynes’ utmost 
powers of contrivance would be taxed. He had clearly a long 
way to go before he could achieve what he wished. He decided 
to abandon the Indian project. 


4 

A Revision of the Treaty, Keynes’ sc( ond hook on the reparations 
problem, appeared at the beginning of 1922. It has the incisive 
and lively style of the earlier book, and makes excellent reading. 
But it was more strictly addressed to the economic issue and could 
not have as wide a public as the book which analysed the inner 
motives of Wilson and Clcmenceau. Furthcimore, it lacked the 
sense of impending doom (hat was present in the earlier work. 
Revolution and disaster hud not come to Europe. Her peoples 
had been patient, as he had admitted in the Economic Comequencex 
that they might be; but, above all, despite fulminations and 
agitations, attempts to enforce the reparations clauses of the 
Treaty had not achieved success, so that it was natural that the 
disasters had not occurred. The book Is full of fire and epigram¬ 
matic denunciation of the circuitous and dishonest methods of 
the politicians. One finds this kind of footnote : “ If a partisan 
or a child wants a silly harmful thing, it may be better to meet him 
with a silly harmless thing, than wath explanations he cannot 
understand. Tliis is the traditional wisdom of statesmen and 
nurserymaids.” 

The book opens with a fine essay on the gulf between inside ” 
and “ outside ” opinion. This was Keynes’ reaction to the criti¬ 
cism that came to him from men of better judgment. Why make 
such a fuss ? No one really intends to do ail these dreadful things 
that are talked about.” He had for some time been convinced 
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that this was true, but the method of procedure shocked him. 
This opening chapter retains topical relevance and poses a funda¬ 
mental question to the political philosopher. As the activity of 
the state increases, will nominal democracy come to partake less 
and less of the attributes of true democracy ? Will the gulf 
between what really happens and what people are told and believe 
about it ever widen ? 

Keynes proceeded to a very clear narrative of the successive 
results of the international conferences which had been held since 
the Treaty. It was satisfactory to have the story told so readably. 
He pointed out, Avithout undue stress, the fulfilment of some of 
his predictions. He returned to the question of the legality of the 
demand for reparations on account of pensions and allowances, 
pleading that it had immediate practical relevance. The demand 
on this count roughly trebled the reparations bill; if it were 
removed, what Germany might rightly be deemed to owe under 
the Treaty was not far remo\'ed from what she was able to pay. 
Thus the excision of the pensions and allowances clause would 
bring the possibility of a satisfactory settlement into the foreground. 
The opposition had had two years in which to defend the h‘gality 
of pensions and allowances, and no reasonable defeiue h^d been 
forthcoming. 

In the original book Keynes had stressed the inability of the 
Germans to pay the sums demanded. The more popular argument 
against heavy reparations was the damage which British industiiah 
ists would suffer by competition if Germany was compelled to 
have a large excess of exports. This argument savoured of Pro¬ 
tectionist fallacy; it could not possibly do harm to the economy 
as a whole to be the net recipient of something for nothing. 
None the less, Keynes recognised some force in the argument. 
The immediate effect of a large excels of German exports would 
clearly be detrimental to British producers of similar commodities. 
As against this, in the long run, after a period in Avhich the 
country’s economy could adjust itself to the new situation, there 
would be a clear gain. In the long run ! That was the hub 
of the matter. If the reparations annuities continued in per¬ 
petuity, there would certainly be clear gain. But if they were to 
be paid for a limited time only, then, after a period of painful 
adjustment in our economy — during which we m^ide way in our 
foreign markets for the excess of German goods, covering our 
adverse balance of trade by payments from Germany — the repara- 
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tioas annuities would come to an end^ and we should have to 
recapture, perhaps with great difficulty, the markets which we 
had forgone during the interim. Thus, on the whole, he felt 
able to claim support from the arguments of those who disliked 
intensifying German competition. 

Finally, he provided constructive proposals. He wished to go 
further now, suggesting that the British Empire should forgo 
all claim to share in reparations. At the same time inter-Allied 
debts should be cancelled. Let Germany pay what the Allies 
were strictly entitled to demand under the terms of the Armistice 
and let (he proceeds be divided between France and Belgium. 
He pointed out that this would give France a much more favour¬ 
able settlement than she would get under the letter of the existing 
law, and a fortiori than she would get if attempts to enforce the 
existing settlement were imperfectly successful. 

He had been warned that the Ameri( an public was in no mood 
to waive the American claim for repayment of debt. 

In their main substance, therefore, my suggestions are not novel. 
The now familiar project of the cancellation, in part or in their 
cnlirdy, of the Rcpaiation and Intcr-Alliecl Debts, is a large and 
unavoidable feat an* of them. But those who are not prepared for 
tliese measuies must not pretend to a serious interest in the Recon- 
sti urtion of Europe, 

In so far as such cancellation or abatement involves concessions 
b} Great Britain, an Englishman can write without embarrassment 
and with some knowledge of the tendency of popular opinion in his 
own country. But where concessions by the United States are ron- 
(’enu'd he is in more difficulty. The attitude of a section of the 
American press furnishes an almost irresistible temptation to deal 
out the sort of humbug (or dLscrect half-truths) which are believed to 
promote cordiality between nations; it is easy and terribly respect¬ 
able ; and, w hat is much wwse, it may even do good w^here frankness 
would do harm. I pursue the opposite course, with a doubting and 
uneasy conscience, yet supported (not only in this chapter but 
throughout my book) by the hope, possibly superstitious, that open¬ 
ness does good in the long run, even when it inxikcs trouble at first.* 


In a later passage he proceeded: 

The average American, I fancy, would like to see the European 
nations approaching him with a pathetic light in their eyes and the 
cash in their hands, saying, “ America, w(? owe to you our liberty 
* A Revision of the Tieaty, p. 171. 
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aad our life; here we bring what wc can in grateful thanks, money 
not wrung by grievous taxation from the widow and orphan, but 
saved, the best fruits of victory, out of the abolition of armaments, 
militarism, Empire, and internal strife, made possible by the help you 
freely gave us/’ And then the average American would reply: 

I honour you for your integrity. It is what I expected. But I did 
not enter the war for profit or to invest my money well. I have had 
my reward in the words you have just uttered. The loans are for¬ 
given. Return to your homes and use the resources I release to uplift 
the poor and the unfortunate.” And it would be an essential part of 
the little scene that his reply should come as a complete and over¬ 
whelming surprise. 

Alas for the wickedness of the world ! It is not in international 
affairs that we can secure the sentimental satisfactions whith we all 
love. For only individuals are good, and all nations arc dishonour¬ 
able, cruel, and designing.^ 

Professor Allyn Young reviewed the book, and in a letter to 
Keynes confirmed the view set out above - that the arguments 
of the Economic Consequences were not responsible for the American 
rejection of the Treaty. 


Alljm A. Toun^^ to J. M, Keynes^ yih February ig22 

The difference between your position and mini' is obvious. In 
England the practual problem was merely the revision of a I’leaty 
which had already been accepted. Here the issue was whether the 
Tieaty should be accepted or rejected. I believccK and still believe*, 
that America should have accepted the Tn*aty and then should have 
done all that it could to secure its revision. Wc rejected on un¬ 
worthy grounds; not on your grounds [italics miiiej. Support of the 
Treaty means one thing in England, another thing in the United 
States. 

During 1922 the great ManchesUr Guardian Supplements, tw^elve 
in number, were the main vehicle for the expression of Keynes’ 
views. They were entitled Reconstruction in Euiope and covered 
the whole field of finance, industry, trade and labour. Some of 
the issues were general, some specialised on some such topic as 
shipping or oil. To almost all Keynes contributed an introductory 
article, which summarised the subject and usually had some 
interesting ideas. In some issues he had two or three articles. 


^ A Revmon of the Treaty^ p. 183. 


^ CbaptfT \n, p. 282. 
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In the first he had three articles of major importance, and his 
other contribution in chief occurred in the eleventh issue. 

In the first issue there was a lengthy article on The Theory 
of Purchasing Power Parity,” and another one on “ Forward 
Exchanges,” which give a full account of the theory, which he 
subsequently summarised in his Tract on Monetary Reform. The 
leading article comprised proposals for dealing with the existing 
situation. He was tending now to shift his interest from the 
reparations problem proper; he had converted the world, and 
it was only a question of time before his ideas were put into effect. 
Fie turned his attention to the crumbling exchanges and bank¬ 
rupt finances of the European countries. Stabilisation of the 
currency should now be put in the forefront. He was in favour 
of a return to the Gold Standard, but not to a gold circulation. 
For the former he assiimed that there would be general agreement. 
The vital issue was between a return to the old gold parities on 
the one hand, and all-round devaluation on the other. He 
strongly favoured devaluation. He considered the argument that 
it would enhance prestige for a country's currency to return to 
the pre-war gold ^^aluc. 

Where a country can reasonably ho])e to restore its pre-war gold 
parity soon, it is important, lliis might be said of Croat Britain, 
Holland, Sweden, Switzerland, and Spain, but of no other European 
country. With the bankers of the citv of London this argument, or 
rather this sentiment, is likely to weigh so heavily, even so much more 
heavily than it ought, that it will alm<KSt certainly pievail to the 
extent of giving the Bank of England at least a year's grace in which 
to try the policy of restoi ation. But if success is not attained within a 
year from now^, arguments to the contrary may obtain a hearing. In 
the case of those countries, how^ever, where the present exchange is 
very rcm(Ue from its pre-w^ar parity, this argument has little weight. 

He proceeded to demolish the other arguments for a restoration 
of pre-war values. 

He delivered a homily on lines that had loijg been familiar 
in Britain but were not so familiar abroad, that, to support the 
stabilisation, countries must be prepared to use all the gold they 
had. A reserve was meant to be used. This was the doctrine 
which had established the financial supremacy of Britain, and 
Keynes continued to uphold it, as he had in 1914. He did not 
think that additional support for stabilisation would be needed, 
but, further to underpin it, he proposed that the Federal Reserv^e 
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Board might agree to make temporary loans at the penal rate 
of 10 per cent to an aggregate maximum of $500 million. The 
interest would be paid into a guarantee fund and all participating 
central banks would guarantee the Federal Reserve Board against 
ultimate loss. I do not think that such a plan would be contrary 
to the interests of the Federal Reser\^e Board or disagreeable to 
them, and they might find that on close analysis it presented more 
sound features than met the eye immediately.” 

In the eleventh issue, which appeared eight months later, his 
tone had become more vehement. He made a frontal attack 
on deflation. The magnitude of the internal debt of most 
European countries was the main reason why it was impossible 
to restore the value of their currencies to their former level. But 
this was not the only reason. Deflation would cause business 
depression and unemployment. He cited an article by Professor 
Irving Fisher in the same issue written with overwhelming 
force and lucidity This article by Keynes was his first to sound 
a clear warning against the evils of deflation and may therefore 
be regarded as the preface to the work whicli was to absorb his 
interests for the next fifteen years and to lead him far from his 
original starting-point. In the Economic Comequences he had 
exposed the evils of inflation with consummate brilliance; but it 
was deflation that was to prove the main target of his attacks in 
future. I therefore quote a passage, in which he cites the policy 
of Czechoslovakia as an illustration. 

Comparatively free from the but den of inUanal debt, and free 
also from any appreciable budgetary deficit, Czechoslovakia has 
been aide, in pursuance of the policy of her Finance Minister, Dr. 
Alois Rasin, to employ the proceeds of certain loans, which het credit 
enabled her to raise in London and New York, to impiove the 
exchange value of the Czech crown to about double the level which 
seemed to me eight months ago, with refeience to the circumstances 
existing at that time, a rate at which she could hope to stabilise the 
crown with advantage to herself. Owing to the rapidity with which 
under the above favourable conditions it has been possible to effect 
the improvement, the country has not suffered as severely as she 
would, if the change had l^een slower and more prolonged. But it 
has cost her an industrial crisis and serious unemployment. To wdiat 
purpose ? I do not know. Even now the Czech crown is only worth 
a sixth of its pre-war parity; and it remains unstabilised, fluttering 
before the breath of the seasons and the wind of politics. Is, there¬ 
fore, the process of appreciation to continue indefinitely? If not, 
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when and at what point is stabilisation to be effected? Mean^ 
while the foreign resources, which might have been employed during 
the past six months to secure a definite stabilisation, are no longer 
intact, and it will not prove easy to replenish them. Czechoslovakia 
was better placed than any country in Europe to establish her 
economic life on the basis of a sound and fixed currency. Her 
finances were in equilibrium, her credit good, her foreign resources 
adequate, and no one could have blamed her for devaluating the 
crown, ruined by no fault of hers and inhciited from the Habsburg 
Empire. Pursuing a misguided policy in a spirit of stern virtue, she 
preferred the stagnation of her industries and a still fluctuating 
standard. 

The Supplements, which ran to 810 large thrce-columned 
pages, contained expert information upon the whole field of 
economics. These were also published in French and German. 
Authors from many counti’ies were brought into ser\ice and there 
were more foreign contributors than British. Keynes certainly 
laboured hard to attract authoritative writers, and I confess to 
finding fascination in the galaxy which appears in the list which 
I append in a footnote. This only constitutes about a third of 
all contributors, and I have no doubt that many of the foreign 
names which I have omitted were as illustrious in their own 
countries as the British names were in ours.^ 

Journalism was exerting a strong pull at this time. The third 
Supplement included treatment of the International Conference 
held at Genoa in April. The idea came forward that he should 
himself go to Genoa and, in addition to his contribution to the 
Supplement, write eleven major artidcs for the daily MaJichester 
Guardian. The idea appealed to him. There was an airangemcnt 
with the Daily Express to publish some of this matter. Ho then 
approached, either by a direct letter or through «in agency, 
numerous newspapers throughout the world. He had refusals, 

* Asquith, Ramsay MacDonald, Philip hiiowden, Robert Ocih Caillaux, Pain- 
levc, LtV)n Blum, Ileriot, Nitti, BcncJl, Melchior, Dr. bthacht, Sidney Webb, Wallet 
Lippm«inn, d'awney, Maxim tTorkv, Albert 'Phomas, (hij>tav Cassel, Croce, Ferrero, 
Rkt, Gompers, Norman Angcll, Henri Barbasse, Dawes Dicktiison, Pigou, D. FI. 
Robertson, Stamp, J. Jt, CJlapham. L. B. Namier, Joseph Kikhin, Moritz Bonn, 
Srhumather, AndrOides, Einaudi, Paul Gravath, Dc Jomenel, Charles 

Hobhouse, Arthur Grecuwo<»d, Walter Layton, W. 1 .. Hie hens, Henr)' Clay, John 
Hilton, Heniy Bell, Burkmastei, J. J Mallon, R. Hilfcrdnig, R. C. LefHi\gweU, O. N. 
W. Sprague, Paul Warbuig, J. H. Williams, IrNing Fisher, Piero Srafla, the Queen of 
Rumania, Georges Duhamcl, Fi. N. Brails!ord. G. D. H. Cole, H. Laski, T. E. Gregory, 
Parker Willis, Isserlis. In conclusion we may mention members of A Divkion — 
O. T. Falk, Dudley Ward, 
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but was persistent, and finally got an arrangement with the 
fork World and with papers in France, Italy, Spain, Germany, 
Austria, Czechoslovakia, Holland and Sweden. The Manchester 
Guardian paid him £300, the New York World £350, and the other 
papers sums varying from 100 to £25, He stayed in Genoa for 
three weeks and wrote his contracted eleven articles. When the 
Conference bade fair to last considerably longer, he ruthlessly 
returned to Cambridge. It must have been a curious experience, 
having represented the Chancellor of the Exchequer at Paris — 
and he was destined to represent the Chancellor of the Exchequer 
many years later at another great international conference — to 
move about among familiar faces at Genoa in the capacity of 
newspaper man. He did not disdain the humbler role. He was 
assisting his account with his brokers, while his great series of 
articles in the Manchester Guardian^ written with full knowledge 
of what was proceeding, made an important contribution to 
the formation of opinion. He was invited by members of the 
British Delegation to attend some of their unofficial meetings 
after dinner and joined in their discussions. He took Mr. Haslarn 
with him ^ as his personail assistant and, as his secretary, Mr. 
Buttress, who had a long career of service with him in King’s 
College Bursary and as Assistant Secretary to the Royal Economic 
Society. It was Mr. Buttress’s first visit to the Continent. They 
all stayed at Santa Margherita and in the evenings usually went 
to the Casino at Rapallo. Keynes himself was no longer so much 
tempted by the gaming tables as in former times; he had bigger 
fish to fry now. 

Later in the year he went abroad again. He received an 
invitation over the signature of a number of distinguished Germans 
to the “ Overseas Week ” (17th to 27th August), an international 
gathering at Hamburg, to discuss the economic situation. He 
attended the Conference and gave a public address at the final 
meeting. He propounded a new reparations scheme by which 
the obligation to pay, which was now pressing so heavily upon the 
German mark, should be postponed to 1930, but an inducement 
to pay earlier, namely 6 per cent compound interest, should be 
offered. He laid great stress on the need for Germany to set her 
own house in order and check inflation. She should be given a 
respite in order to do this. The Hamburg Correspondent of the 
Manchester Guardian reported this as follows: 

» Cf. p. 



A*T. 39 ] 


RECONSTRUCTION 


317 

The brilliant contribution made by Mr. Keynes, in giving his 
personal view of a sensible settlement of the reparation problem, was 
very warmly greeted. The Hamburg merchants, the descendants of 
men who for centuries have had intimate relations with England, did 
not regard Keynes as coming in the capacity of a friend of Germany. 
What they were prepared to value in the Englishman was his tradi« 
tional business fairness. All the greater was the impression created 
by his address, and particularly his w^arning to avoid political 
Jeremiads and to work out practical and tangible proposals. For 
Germany has nothing to gain by a continuation of the morbid, 
spurious boom, with a continually sinking mark.^ 

The Daily Telegraph observed that “ his remarks are reported in 
the German press at a length and with a prominence which is 
usually reserved for the heads of governments 

5 

I had just finished my course of studies at Oxford in classics, 
philosophy and history.^ Christ Church deemed this a good 
qualification for appointment to a post to teach economics. The 
first Honours examination in Oxford to include economics as a 
principal subject was to be held a year later (June 1923). I was 
allowed two terms away, not so much in order that I should 
learn economics, as that I should broaden my mind by foreign 
travel. I look a difFerent view^ I happened to discuss my affairs 
with Mr. Walter Runcirnan at this juncture ; he advised me to get 
in touch with Keynes and offered me a letter of introduction. 
Naturally I welcomed the proposal. 

I was bidden to lunch at Gordon Square. I mounted the 
stairs to the drawing-room on the first floor, where the meal w^as 
served.'^ The room itself made a strong impression. It seemed 
empty, de\^oid of the usual ornaments and appendages, in a style 
that was rapidly to come into fashion, but was strange to me. 
On the Avails were two pictures only, and these were very modern, 

* Manchester Guardian Commercial^ 71 h September 192*2. 

* Viz. Hum, and Modern History. 

^ The Honour School of Philosophy, Politics and Economic.s, 

^ Keynes latex acquiied the house next door, No. 47, of which he retained the large 
first-floor drawing-room for himself, letting out the remainder. This drawing-room 
was made accessible from the drawing-room of No. 46 by a small interconnecting 
door. In his preface to Two Memoirs,^ published 1949, Mr. David Garnett errs when 
he as.sens that Kt7nes constructed one large room out of the drawing-rooms of the two 
houses. The large room which he has in mind was simply the double drawing-room 
of No. 47. 



3 i8 JOHN MAYNARD KEYNES imt 

perhaps by Matisse or Picasso. The armchairs were exceedingly 
comfortable. There was nothing else except the small table at 
which we were to eat. This environment, with its assertion of 
modernity, itself provided a slightly exciting background. Keynes 
came quickly across to me and greeted the stranger with warmth. 
There were two others at lunch, one of whom was a young French 
economist on a brief visit. 

The talk began without any pause; it was quick and animated, 
Keynes was discussing with the Frenchman the latest gossip about 
Continental statesmen, their mistresses, their neuroses, as well as 
their political manoeuvres. These seemed as exciting as fiction; 
I supposed they must be real. There was financial talk of the 
latest movements in the exchanges, budgetar)^ positions, the 
international movement of money. This was still far beyond my 
ken. But then certain more familiar strands began to come into 
the pattern, for the three of them seemed al^le and ready to relate 
their items of financial intelligence to theoretical doctrine, the 
quantity theory of money, foreign exchange^ equilibrium. There 
were passing references to the latest ideas of Cassel or Fisher, and 
subtle points of criticism wene made. Then I realised that I was 
in the presence of something quite unusual — this mixture of 
expertise in the latest theoiics with inside knowledge of day-to- 
day events. The Frenchman must ha\e been in some sense 
a disciple of Keynes, for academic French economists of that 
day did not nornuilly move easily among the latest ideas of 
Anglo-Saxon or Swedish theorists. The excitement was almost 
unbearable, 

Keynes propounded the vicw% of which Mr. Colin (^lark has 
recently reminded us,^ that no nation will endure paying more 
than a given percentage of its national income in taxation, and if it 
has to carry a greater load it w^ill almost automatically find 
escape from its plight by inflation. He ran over some French 
budgetary figures and concluded by prophesying that the French 
would not stabilise the franc until it had fallen below too to 
the£. The prophecy w^as fulfilled. He added that he would be 
willing to stake his whole fortune on that piophecy. I little 
thought at the time that it was quite possible that he w^as actually 
doing so! 

Alter lunch he gave attention to the problems of the stranger. 
He made a loud reference to Mr. Dunclas and showed, with a few 

* C/ Economic Journal, December r94'>, p. 372. 



AET. 39] 


RECONSTRUCTION 


3^9 

touches, that he knew something about current Oxford affairs* 
My problem was simple. I must undoubtedly come to Cambridge. 
That was the only place where they knew anything about eco¬ 
nomics. The London School of Economics — I had had some 
talk with Professor Caiman — was brushed aside. My College 
was very anxious that I should go abroad; was there not some 
foreign university? Certainly not; they knew nothing at all of 
economics on the Continent. Were his claims excessive? His 
whole exposition was so drenched in friendly feeling to myself that 
it was impossible to be critical. I must come to King’s. He 
w^ould sec that I was made a member of the High Table and that 
everything was properly arranged. He already seemed to under¬ 
stand my sundry problems and difficulties perfectly. He had 
taken charge. He would manage my affairs for me — and I was 
certainly at a great loss at that phase how to manage them for 
myself. 

It was four months Liter (October 1922) that I found myself 
among the Fellows of King's College, who were assembling in the 
Combination Room before dinner. Men of learning and reputa¬ 
tion came into the room. The finely chiselled Icatures and digni¬ 
fied bend of Macaulay seemed to symbolise pre-eminently the 
distinguished and scholarly character of those among whom 1 
had come. Keync^s entered with a brisk step. This was the first 
time that some of them Inid seen him since Haml)urg. Old Dr. 
Mann, the much bclovc'd organist, who had been a member of 
High d able for many years, went up to him and, grasping his arm, 
said (juielly, We are ver) proud of you It was characteristic 
that it should he the organist who gave this salutaticm, for the 
extreme retii ence of ac ademic persons militates against w^armth 
of appreciation. Other Fellow's (onientecl themsedves with ex¬ 
plaining to me, almost in a whisper, that they thought highh of 
his economic w^oik. 

Wc pioceedcd into Hall in a dignified proccssioii. 1 was all 
agog, sinc e it was my first \isit to Cambridge, save on a sight¬ 
seeing trip. The procession came to a standstill before reaching 
its destination, and a young man, his hair yery fair, exquisitely 
dressed in a double-breasted blue suit and red lie, stepped forward 
to read grace. Fie paused a najment, and his poise seemed perfect. 
In Oxford w’^e prided ourselves on occasionally producing such 
types of elegant youth, but tended to assume that they were 
unknown in Cambridge. He galfoled through the grace very 
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quicldy in a manner that was usual in Oxford, and I was, therefore, 
rather surprised to hear Dr, Clapham, who was next in front of 
me, murmur, ‘‘ Very blasphemous, very blasphemous This 
was Mr. George (Dadie) Rylands, an undergraduate in his second 
yean I discovered that Keynes thought well of him, but he was 
then mainly under the tutelage and influence of Mr. Sheppard. 
He was to be a figure of no little importance in Keynes’ life. 
Already showing promise, and clearly a young man of sensibility 
and intelligence, he was likely to qualify for admission into the 
circle of chosen friends. He was prominent in the dramatic 
societies. Later, when he had become a Fellow of King’s, he 
continued to act, and even to dance, upon the stage. This was 
something more than a mere hobby. His attainments were con¬ 
siderable. It was surely a crowning glory for a Cambridge don 
to be responsible, as eventually he was, for the producton of 
John Gielgud in Hamlei at a London theatre. When Keynes 
became concerned with the foundation of the Arts Theatre at 
Cambridge, Mr. Rylands was his right-hand man. He held 
various offices in the College, and, when the Second World War 
came, Keynes was able to entrust him with the bursarial duties, 
the College making him one of the Bursars (while he continued 
to serve as Steward); for, although his subject was English 
literature, and his great hobby stagecraft, he was also a “ hard- 
headed Cambridge man ”. 

Most notable of the undergraduates under Keynes’ influence 
at this time was Frank Ramsey (see p. 141 and Appendix). He 
was a Trinity man, but there was plenty of intercourse between 
the two Colleges ; his father was a mathematical tutor and, later, 
President of Magdalene.^ The young Ramsey was a man of 
extreme brilliance and precocity. Now in his second year as an 
undergraduate, he was already correcting the proofs of Bertrand 
Russell’s introduction to the second edition of Principia Mathe- 
matica and translating Wittgenstein’s Tractaius Logiro-Philowphuus 
from the German. Keynes gave him encouragement in the 
pursuit of these studies on the borderline between mathematics 
and logic, and it was partly through his influence that Ramsey 
was later oflered a Fellowship of Kitig’s in mathematics. He was 
of large build, his forehead was broad and his face intellectual, 
but simply drawn. His character too was simple; kind and 

* Not to be confiised with Mr. Kamsay, who was for part of the same period Master 
of Magdalene. The President was below him in the hierarchy. 
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good-hearted, natural and unaffected, he was not in the least 
degree spoilt by his precocity or the admiration of his seniors. 
He had a beautiful laugh, not loud or hearty, but sudden, genuine 
and convulsive; it sounded as if his huge frame was cracking 
under the strain of it. 

His main interests were in difficult and recondite reaches of 
logic, but he discussed philosophy In an extraordinarily easy 
style. Subtle thoughts were distilled into simple straightforward 
sentences. In an entirely effortless and almost gossipy way he 
set out the quintessentials of a problem. To me he was a tremend¬ 
ous stimulus, for, having studied philosophy as a schoolboy, I 
had met with much frustration and bitterness at Oxford, where, 
to my judgment, the true was often reckoned false and conversely. 
(Tlie character of philosophical teaching at Oxford has enfficly 
changed since then.) To my delight, this Cambridge under¬ 
graduate seemed to be saying that my truths might be true 
after all, more or les^, and he had a genial contempt for the doc¬ 
trines that had plagued me so much at Oxford ; but he always 
gave the warning that it was necessary to understand mathematical 
logic, and he believed that, in order to do so, it was necessary to 
have advanced some way into mathematics. Was I to trust this 
consoling companion ? Yes, surely, because although he was 
only nineteen, Bertrand Russell had given him his proofs to correct, 
and Keynes assured me that he was as good a philosopher as 
anyone living. It was at this time that Keynes was pondering 
on Ramsey’s (Titicisms of his theory of Probability, which, as I 
have recounted elsewhere,^ he look more seriously than any others. 
Alas, Ramsey died of jaundice at the age of twenty-seven.^ 

Another philosophical undergraduate of Keynes’ circle was 
Mr. Richard Braithwaite, a Kingsman and a year senior to 
Ramsey. He was temporarily a little overshadowed by his pro¬ 
digious junior, Keynes told me of his high regard for Braitli- 
waite’s abilities; his intellectual interests were wide and active, 
and in general discussions he showed a versatility and agility 
which philosophical specialists are apt to lack. Mr. Sprott 
(Clare College) was still up, debonair, dashing and an acknow¬ 
ledged leader. Adrian Bishop (King’s) was the wittiest and most 

^ See Appendix. 

^ For an obituary notice by Keynes, sec Economic Journal and Esmys in Biogiaphy, 
Kanis( y published two important articles on economics, Economic Jmrnal, March 1927 
and December 1928; his philosophical papers were collected in a volume entitled 
Hig Foundations qf Mathematics, 


Y 



322 JOHN MAYNARD KEYNES tw 

amusingj a little too flippant, perhaps, by the severe Cambridge 
tradition, a little Oxford in fact, very polished and mature. 
Mr. Steven Runciman, son of Walter Runciman, was a younger 
member of the group; he has since won a high reputation as a 
historian. 

These were Keynes’ particular friends outside the ranks of 
pupils and economists. After I had been in Cambridge for a 
short time I expressed one day my appreciation of the delightful 
company which I had got to know, and ventured to add that T 
would like them to introduce me to one or two others, as 1 wanted 
to acquire an extensive knowledge of Cambridge undergraduate 
life. The suggestion was not well received. But there isn't 
anyone else ”, they said. (It must not be inferred that any of 
these men carried this cxclusheness into the rough and tumble 
of life — some ol them were men of very broad sympathies—^ 
nor that all of them w^ould even then have been as precious as 
my inteilocutors on that particular occasion.) 

On the wrads '' there isn't anyone else ”, there flashed into 
m> mind Keynes’ dictum that there Avasn’t airy place but Cam¬ 
bridge wheie one could learn economics. It seemed clear that 
both statements were manifestations of the same strong tradition, 
which Keynes himself did something to foster. In retrospect one 
may trace a link with the Strachey circle twenty years earlier. 
For undergraduates there weic advantages and disadvantages in 
this tradition. The chosen few could receive encouragement 
and stimulus from certain dons far exceeding what it was possible 
to mete out to the whole undergraduate body; they might be in¬ 
troduced to Bloomsbury. 1 contrasted their favoured state with 
the arduous competition at Oxford, where there had been man}, 
perhaps more, talented aspirants of literar} bent. Isolated dons 
might give encouragement, but there w^is not the same organised 
support for young men of promise. Was this a healthier con¬ 
dition ? Or did some of the Oxonians, who might have made a 
mark, fall by the w^ayside for lack of timely support ? A distinction 
must be drawn between liteiature and politics. At Oxford the 
avenues for the aspiring politician were probably wider than at 
Cambridge. Unhappily, the ablest men after the First World 
War were not attracted by politics. 

Kevnes’ attitude to Cambridge economics was another 
instance ol this tradition of cxclusiv^eness. It had scjmc effect on 
the progress of economics in England at this period. The forma- 
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tion of a coterie may be valuable to sustain the courage of those 
whose work is in the realm of the imagination. Keynes may have 
tended to apply a helpful expedient in a sphere where it was 
inappropriate. He liked to think of a small band of economists 
who would be the pioneers; the rest would come along in due 
course. This idea, if only it were valid, could make possible an 
economy of effort. If one could carry with one, as well as learn 
from, Dennis Robertson, Hubert Henderson and a few others, 
and, in matters of high theory, Pigou, one could advance from 
strength to strength, confident that the broad ranks of other 
economists would follow. In the sphere of applied economics the 
counterpart of the advance guard in Cambridge might be found 
in London at the Tuesday Club. Blackett, Falk and its other 
members would be the spearhead of advance. For pushing some 
specific idea tliis method has advantages. But economics is 
many-sided. Keynes' attitude may have been partly responsible 
for the growth of a gulf between the thinking in (kimbridge and at 
the I.ondon School of Economics, which was to prove detrimental 
in the coming years. There is also no doubt that Kc'yncs made 
enemies among men who had established scmie reputation as 
practic al economists before he was even heard of, by assuming 
that they were not worth cemsideration. Their hostility had 
ramifying effects and retarded the acceptance of Keynes' views. 

We may well think, when we c(insider the enormous range 
of his work, that the com entration of intellectual discussion 
among a chosen few’ was a necessary econoinyc He wms doing 
his best (or a larger audience bv his published work. He could 
not also give time and vital cnci'gy to maintaining good I'clations 
and entering into elaborate discussions with all the profeJ^sional 
economists. It was not so muc'h the practiie, however, as its 
elccation into a doctrine w^hi( h may^ ha\e done harm. The other 
economists would have quite understood if Ke>nes himself was 
somewdiat inaccessible, because so busy. The doctrine, which 
was not entirely secret, gave them the sense that they had been 
scorned. 

1 took my wwkly essays to him alone. We sat in comfortable 
chairs in his rooms in Webb’s Building. They were elegantly 
furnished, and one long wall had been adormed, shortly after the 
war, with frescoes of nude figures, flowers and fruit by Duncan 
Grant and Vanessa Bell. The essays were on such topics as rent 
and quasi-rent and covered the ground of Marshall's Principles. 
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I recall an essay on “ The Real Terms of International Inter¬ 
change Keynes characteristically gave me for my reading a 
letter which he had just received from Ixis colleague Macaulay, 
whose subject was Mechanics. The letter was concerned with 
the effects of an agreement with the United States, should there 
be one, for pa^dng off our war debt. Macaulay was asking Keynes 
to confirm his view that the burden for Britain would be consider¬ 
ably greater than that represented by the annual payments, since 
Britain would have to lower the prices of her exports in order 
to generate a sufficient export surplus. The letter was written 
in the language of a layman without economic terminology. 1 
fear that when it came to the essay Keynes had to point out 
gently that I had not yet caught up with Macaulay in economic 
understanding. 

It has been suggested that Keynes, who was such a great 
expert in the theory of money and business fluctuations, was not 
thoroughly grounded in the traditional theory of value. My 
recollection does not confirm this. It appeared to me that his 
knowledge of Marshall was very thorough and meticulous. He 
used to take the view at that time that the content of economic 
theory' w^as extremely small and, allhougli difficult to get right, 
could be mastered by <in able man very quickly. He did not think 
that wide reading in economic theory wds neccssarv. Following 
Marshall, he believed there was not much further work to be 
done in that field, and that progress in economics wr>uld lie in 
the application of theory to practical problems. His recipe for 
the young economist was to know his Marshall thoroughly and 
read his Tmes every day carefully, without bothering too much 
about the large mass of contemporary publiraticm in book form. 
He was careful to add that one must read one’s Pigou and any¬ 
thing that came from the pens of the chosen few. His own reading 
after 1914 was probably not much more extensive. He read what 
those near to him said he must. Contributions to the Economic 
Journal — he had to read about a hundred articles a year — gave 
him a fair sample of the refinements of contemporary thinking. 
When eventually he broke away from the Marshallian tradition 
and decided there was something new and important to be said 
about the fundamentals of theory, there were complaints in certain 
quarters that his work did not show evidence of wide reading in 
current periodical literature. There may have been truth in 
this. It does not follow that the gain to his thought from such 



RECONSTRUCTION 

erudition would have compensated for the reduction in his atten¬ 
tion to current events that such study must have entailed. 

He lectured once a week on Money, There was a footnote 
to the notice of his lecture, stating that only those who had 
obtained a first class in Part I or were specially recommended 
could come. Thus the class was a small one. Each lecture was 
rigidly divided into two parts, the first half dealing with theory 
and the second with current events. In the first half he was 
expounding the '' Cambridge ” doctrines on money for which 
Marshall was initially responsible. He wrote formulae upon the 
blackboard of the type used by Pigou in his well-known article,^ 
and akin to those which he was shortly to publish in a greatly 
simplified form in his Tmct on Monetary Reform, At this phase, 
however, the formulae were more, not less, complicated than those 
of Pigou. In the midst of one lecture, Frank Ramsey, who, being 
a mathematician, was present by invitation, interrupted with a 
criticism; Keynes was happy lo receive it and embodied an 
amendment. Then, when half an hour w^as over, we were plunged 
into the story of what had been happening during the last week 
in the London money market and the foreign exchange markets. 
The account w^as lucid, but extremely technical and too quick 
to be easy to follow. We weie greatly excited. 

In the middle of this term he w^as invited to Berlin by the 
German Go\ernment to discuss measures for the stabilisation of 
the mark. Mr. Brand, Gustav Cassel, Vissering, Professor Jenks 
(of Cedurnbia University) and Monsieur Dubois were also invited. 
The mark soared in the Ibreign exchanges on the news of this 
gathering. Keynes, Brand. Cassel and Jenks published a majority 
report. Keynes gave an account of the proceedings in the lecture 
on the following Friday. He had been deeply discouraged by 
the dcfc<itism and apathy which he found in Berlin. It has often 
been said that the Germans deliberately destroyed the mark in 
order to evade reparations payments. If that wms so, they paid 
a heavy price, since, along with the mark, they destroyed the whole 
social fabric, Keynes did not interpret events in this way. There 
had not been any deliberate attempt to destroy the mark. The 
point was that, owing to the severe pressure to which Germany 
was subject, manful action and a resolute will were needed to 
save it from destructiem. Such a resolution he had not found in 

* OmHetly Journal uj tcononuc^, 7 . icpruited in E\uiy\ in Applied Economics under 

the title of ‘‘ The Value of Legal Tender XIoney 
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Berlin. There they seemed desirous of doing the right thing, but 
fearful of the consequences of the drastic lines of action that would 
be needful. They were timid, weak and without hope. It was 
quite clear to him that nothing adequate would be done and that 
the rot would continue. It did so until complete destruction 
occurred a year later. 

He also hinted that part of the trouble was the absence on 
the continent of the kind of economic analysis which he was giving 
us in these lectures. The quantity theory of money, suitably 
modified, must be the meiin instrument for a diagnosis of inflation. 
At the root of*inflation was the budget deficit. Not that he agreed 
with those in England who thought it would be a simple matter 
to remove the German budget deficit. With galloping inflation, 
no lawful system of taxation would bring in enough money to 
do so, since by the time that taxes had been gathered, prices and 
government expenditure would have soared to new levels and 
the deficit would remain. Somehow the price movement must 
be stopped first. The proximate, as opposed to the ultimate, 
cause of the price movement was the collapsing exchange. 
Rising prices in Germany were chasing the falling exchange many 
laps behind. Therefore, stabiliscition of the exchange was the 
first step. This could only be achieved by a reparations mora¬ 
torium. Once stabilisation was accomplislicd, it would beiomc 
technically possible to balance the budget. That must he clone. 
If the budget was not balanced, the stabilisation would be 
short-lived. He believed that with reparations demands out of 
the way for the moment, the balance of trade problem would 
not be intractable. Owning to the rapid movement of the mark, 
trade returns were chaotic. Keynes pointed out that the actual 
deficit in the preceding year could not have exceeded the sum- 
total of foreign bull spexulation in the mai k; and this could 
not have been very great. It is worth noting that the English, 
American and Swedish representatives agreed wdth Keynes. The 
report of the minority (which would not go tJic wIkJc length 
with the majority on the Reparations moratorium) stressed 
Germany s balance of trade difficulties and her need for a foreign 
loan, hor them, evidently, the trade disequilibrium was central 
to the problem, and external assistance the only remedy. And 
so it happened that Keynes and his friends proposed stiffer 
medicine for the Germans. If only reparations were temporarily 
pretermitted, the Germans could put their own house in order. 



AEt* SO] 


RECONSTRUCTION 


3^7 

Let them get the budget right, and the balance of trade would 
look after itself. Some may think that this has a moral for 
Europe after World War II, when the whole of Europe has 
had the kind of difficulties which weighed upon Germany after 
the first war. 

Keynes’ Political Economy Club was flourishing. Mr. Austin 
Robinson, just a graduate, read a paper on Britain’s Capital 
Exports, which was perhaps more intimidating to an Oxford 
man than the many-sided brilliance of the master. He had 
ransacked all sources for statistical information. He had con¬ 
structed most beautiful diagrams, and discussed his results in the 
light of a refined theory of trade equilibrium. It was a highly 
polished performance, a fine example of Cambridge thoroughness, 
accuracy and theoretical expertise. At another meeting I read 
a paper on a methodological subject; this seemed safe for a 
beginner; my Oxford training enabled me at least to discourse 
fluently on c|uestions of ethics and scientific method. The 
mischievous secretary, however, altered rny title, when cir¬ 
culating the Club card, into “ Should Cambridge economists be 
read at Oxfonl ? ” Wc had been discussing the list of prescribed 
text-books for the new Honours School in Oxford, which consisted 
of Adam Smith, Ricardo, List, Jevons and Marx. There wtis 
nothing more modern. This was not the subject of my paper, 
as I was quite sure that Marshall, Pigou and Keynes ought to 
be read in ray University. But Keynes had evidently been turning 
the matter ewer in his mind, for in his summing up he reverted 
to the question of Oxford reading and, to my surprise, made a 
delightful defence of the Oxford method. There, by deliberate 
policy and in accordance with their traditions, they liked to read 
the great old masters of ripe m intage, mellowed by time, survivors 
of the criticism of many generations, established, authenticated 
and indubitably worthy. It was on Plato and Aristotle that 
Oxford concentrated its mind. Their texts had been pondered 
upon by hundreds of scholars and their finest nuances of meaning 
analysed. This was the right way to introduce the young to 
knowledge. Let them study texts of which one knew that, whether 
they were true or false, they were the product of master minds. 
In economics the next best thing was to read Adam Smith and 
Ricardo. (Marx nught certainly be discarded.) A hint could 
be dropped, of course, that to fill in gaps they should take a quick 
look at Alfred Marshall. 



JOHN MAYNARD KEYNES [tm 

He himself read a paper on Malthus. This was Malthm in 
his aspect of population expert, the precursor of Darwin, not the 
initiator of the doctrine of effective demand; it was a delightful 
character sketch, glowing in praise; there was a passing reference 
to Ricardo as ‘‘ the most distingihshed mind that had found 
economics worthy of its powers."’ He also dwelt on modern 
conditions; the Malthusian devil was evidently still with us. In 
the discussion Mr. Dennis Robertson produced some recent 
statistics; he was not so sure about the Afalthusian devil. Indeed 
he hinted that the modern danger might be the opposite one, a 
decline in numbers. Roheitson seemed to know what he was 
talking about, and I had an uncomfortable feeling that it was 
be, and not my master, who was in the right on this occasion. 

Somewhere on Keynes’ stair theie lived an undergraduate of 
sporting tastes, whose name escapes me. On some occasion when 
I was in Keynes’ room he referred to the young man in an amused 
way, since thuds and crashes w^re heard, suggesting a fight and 
furniture being hurled around. To mv surprise he wms a member 
of the Political F>onom\ Club, although his examination perform¬ 
ance was expected to be very poor; he w^is the pupil of Keynes, 
w^ho thought it a good idea to mix a hearty element into his high¬ 
brow group. In the Malthus paper there was a releiencc to con¬ 
traception. Then, in iq 22 , this seemed startling and even shock¬ 
ing, so times have (hanged. The hearty undcrgraduale made a 
forthright piotest ; what he had heard was unseemly and immoral. 
Keynes was delighted by this intervention, and his handling of it 
was one of the most beautiful performances I have ever seen. He 
had a double objective. On the one hand, he wanted to make it 
absolutely plain to the group that the objector's criticism was 
foolish and untenable — for he, Keynes, was a profound believer 
in the need for birth control in tlie existing situation. On the 
other hand, he was obviously most anxious not to offend the 
objector’s susceptibilities; the young man’s academic pretensions 
were nil, and it was doubtful whether he would obtain his degree ; 
there must, therefore, not be the faintest hint that Keynes 
w^as taking advantage of his slow-wittedness or scoring off him. 
It was his invariable rule never to be caustic at the expense of 
undergraduates. 

He divided his rejoinder into two parts. First, theie was the 
question of unseemliness. Keynes dealt with this in a few gossamer 
phrases; his easy power over words was beautifully displayed; 
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one felt a sureness of touch and refinement of feeling* The 
objector must acknowledge, whether he agreed or not, that 
Keynes’ philosophy paid due regard to the claims of sexual 
delicacy. 

Then there was the question of immorality. Keynes argued 
that natural morals contained no principle which would stigmatise 
contraception. Therefore we must look to the morals of theology^ 
This question of theology was impoitant. Then suddenly he 
seemed to be speaking to the undergraduate directly, the room 
having vanished. He looked at him, with a twinkle in his eye, 
which appeared to plead with him. He was talking to him as 
man to man. Theic were a few words only. What they seemed 
to say was that he, the undergiaduate, knew that Keynes respected 
his theological beliels and also knew that he, Keynes, had no 
theology. They were both men ol the woild; they had regard 
for each other’s convictions and experience; they could not 
discUsSS them in the piesence c)f these people; it w^as the sort of 
thing that they would hke to have a long talk about together. 
There was not the shadow^ of a hint that the man was lacking in 
intellectual acumcm. He was treated with the greatest considera¬ 
tion, as an ecjual. All the same, the room made up its rrhnd that 
It need not bothci about this theological consideiatioii. It was 
all o\er in a minute or two, l)ut one felt that in those two minutes 
one had had a vision of the fine powers of this great man. 

He has been cntRised ioi the condiut of the (Uub on other 
occasions. I did not witness one of the kind in question and am 
infoimcd that outside visitois wc'rc infreciucnt. He might have 
a business man or banker to gi\e an address, and demolish him 
with his w^ell-known power of quick icpartee. Having dazzled 
him with his supenor knowledge, he proceeded to dissect the 
substance of his address and show that it made no sense at all. 
There was a silent communication between him and his pupils. 
You see, now^, what frightful fools these bankers ire, wdio arc 
supposed to manage our afiaiis. Enemies were made, and per¬ 
haps not without just cause. There is no doubt that Kcyies, 
while having a wannth of kindly feeding towards many different 
types, thought that all was fail in argument, and that a man 
should not have a giicvaiu-c if he was refuted without mercy; 
if he was bold enough to advance an opinion, then he should not 
complain if he was shown to be an ass. If a man plays ciickct, 
he has no grievance against the bowler who gets him out first 
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balL If sensitiveness was not in place in a game, still less was 
it so in the discussion of public affairs or economic problems. 
If one happened to be very good at the game, one did not expect 
jealousy and rancour. 

To many of his own age he was somewhat awe-inspiring. 
The fact remains that people do not like to be bowled out first 
ball. Unless there was some link, some prior reason for friendli¬ 
ness, he did not melt on a first meeting. In so far as awe induced 
shyness in his interlocutor, that delayed the time for warmer 
relations. With the young friendliness came fairly easily. I have 
recollections of undergraduate evening parties with perhaps only 
one or two dons and some former undergraduates revisiting. He 
sat in an arm-chair with a glass in his hand; undergraduates 
were sitting on the arms of the chair, chaffing and joking; they 
were obviously on easy and intimate terms with him, treating 
him as a friend, as one of themselves. He chattered away, having 
plenty to say that amused them. As I left the room undergradu¬ 
ates were still chirruping around him—^ Maynard this, Maynard 
that; he had a heavy load of work the next morning, but this 
flow of intercourse with the young people was more important, 
and he looked ejuite prepared to outstay them all. 



C H A P T E R IX 


RETURN TO THE GOLD STANDARD 

1 

H itherto Keynes’ chief journalistic outlet had been in 
the Manchester Guardian and its great Commercial Supplements, 
In 1923 there was to he an important change. Then, and 
in the following years, those who wished to learn his most recent 
thoughts sought for them in the JVation, the Liberal weekly. 

Wc may remember his early excursions in Liberal politics as 
an undergraduate at Cambridge in the Union, as a speaker at 
successive general elections, as a traveller with the Eighty Club 
in Ireland, as a member of the Liberal Financial Policy Committee 
after the war. By temperament and conviction he was certainly 
a Lil>eral throughout his life. During the ’twenties he hoped to 
sec a working agreement between the Liberal Party and the 
Labour Party; in the "thirties he may have nourished the hope 
that, wLcn he liad achieved tlic culminating expression of his 
own views, the (ogency of his arguments would w^ean the Labour 
Party from State Socialism and make its members his own 
disciples. This final consummation was not achieved, how^ever, 
and in the last year of his life ho wrote to Lad\' Violet Bonham 
Carter with rofcreiu e to the Liberal Party eis follows : 

I hope you are fairly choerful a])out d(xtoral prospects. All my 
good wishes are with you and the Party. I sliould view' with great 
alairn a substantial victory b) cithei of the major Paitics.^ 

He was rather strongly opposed to the Conservative Party, 
although he had certain characteristics w^hich normally incline 
men to cast their lot with the Conservatives. He valued institu¬ 
tions which had historic roots in the country; he was a great 
upholder of tlie virtues of the middle-class wdtich, in his view, 
had been responsible ftjr all the good things that we now enjoy ; 
he believed in the supreme value of intellectual leadership, 
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in the wisdom of the chosen few; he was interested in showing 
how narrow w as the circle of kinship from which the great British 
leaders in statesmanship and thinking had been drawn; ^ and he 
was an intense lover of his country. At times his instinctive 
belief in the superiority of the English made him utter sentiments 
that seemed quite reactionary. If he inveighed bitterly against 
his own country in connection with the Treaty of Versailles, it 
was partly because his very patriotism made him feel intensely 
the shame of what he regarded as dishonourable conduct. 

All this, however, was overborne by other characteristics. 
He was keenly alive to great social evils and sensitive to suffering. 
He was by nature a progressive and a reformer. He believed 
that by thought and resolution things could be made much better, 
and that quickly. He was intensely impatient of obstruction in 
every form. Again and again he preached that the risk in taking 
what seemed daring action was much less than the risk of' doing 
nothing. The over-cautious in high places appeared to him to be 
perilous liabilities to the nation. 

In the years that were to follow, various tr(yal)lcs t)esct the 
country and he was quick and fertile in the suggeslion of remedies. 
He was not author-proud or obstinate, and was always ready to 
modify his proposals in the light of valid objections. But as the 
years went on he found on successive occasions, not valid objec¬ 
tions, but mere obstructionism alternating with condescending 
interest — and nothing done ! I'hc country seemed to be sinking 
in hopeless inertia and complacency; thus, natuially enough, 
he grew more and more anti-Gonservative. The only remedy 
pul forward by the Conservative Parly was Protection, and that 
he continued for some lime to believe to be based on a fallacy. 

He had derived, as we ha\e seen, partly from the gentleness 
of his own nature and partly from the philosophy ol his clearest 
friends, a strong vein of pacifism. In the ’twenties he was prepared 
for Britain to go far in the direction of disarmament. In this 
field those on the extreme left were congenial to him. Further¬ 
more his hostility to the Conservatives was enhanced by the 
Treaty of Versailles, of which they were the chief upholders. His 
bitterness about it was sharpened by his involuntary implication 
in drafting its terms. The fact that he had been a subordinate 
did not relieve his conscience, nor had his subsequent resignation 
completely assuaged its qualms. 

* Gf. Essays in Biography^ pp. 79-U3. 
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On the other hand, he was not a Socialist. His regard for 
the middle-class, for artists, scientists and brain workers of all 
kinds made him dislike the class-conscious elements of Socialism. 
He had no egalitarian sentiment; if he wanted to improve the 
lot of the poor and that quickly — and he belies ed that far more 
progress was possible than was being made — that was not for 
the sake of equality, but in order to make their lives happier and 
better. In morals the first claim upon the national dividend was 
to furnish those few, who were capable of passionate percep¬ 
tion ’V wth the ingredients of what modern civilisation can 
provide by w'ay of a ‘‘ good life He often explained that these 
could not yet be provided for all — though the day when they 
could be might come more quickly than some thought. The idea 
of destroying anything good in itself in the interest of equality was 
anathema to him. 

He was not a great friend of the profit motive; he found 
something unsatisfactory in the quest lor gain as such, and came 
to hope that an economic system might be evohed in which it 
was cm tailed. But he did not tliink it would be beneficial for 
the State to run industry and trade. He considered the doctrine 
of State Socialism to be ciuite obsolete, the reaction ftom an en¬ 
vironment which had now changed out of recognition. Thus 
both in temperament and doctrine he was opposed to many 
elements m the Labour Paity. 

On the other hand, the Liberal Party did not completely 
satisfy him. Although he woiked actively for it fiom time to 
time, he was by no means a Parly man. He held that the prin¬ 
ciples and platform yirogramme of the Liberal Party needed 
complete lelurbishing. Some Libeial causes,— democratic en¬ 
franchisement, the abolition of te^ts, etc.— had triumphed so 
completely that nothing more had to be done. Social secuiitv 
also had tiiumphed in principle, although not yet fully in piactice. 
Free Tiade was of the utmost importance, but in this case the 
battle was a defensive one and was therefore not well suited to 
be the main engagement of a progressive party\ How should 
the spirit of Liberalism cope with the new situation ? How meet 
the new needs of the times? Too many Liberals were ready to 
pride themselves on past achievements and to suppose that there 
was a set of Liberal principles which could readily be applied to 
each successive situation without tlie need for new fundamental 
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thinking. Keynes was not of that opinion. The spirit of Liberal¬ 
ism was living and imperishable, but in the year 1923 it appeared 
to him that a new programme would have to be devised, almost 
from beginning to end. Not that he supposed himself to have 
such a programme in his pocket. On the contrary, it could only 
be achieved by patient study of the ever-changing economic 
structure, and by the new idea that was apt to the situation. 

His next years were spent in such thinking. He believed 
that Liberals should turn their backs on the old doctrine of 
laissez-faiTe which had served them in good stead in different 
circumstances. The State would have to intervene at many points. 
Yet the structure of a free economy with its scope for individual 
initiative must be preserved. Keynes remained essentially an 
individualist. In the twenty years that followed, many others 
have had the same idea ; Keynes deserves study because he related 
it to the fundamental principles of economics and worked out its 
detailed applications. His work may still prove to be the founda¬ 
tion of a new kind of free economy, if freedom is indeed preserved. 
There were other Liberals also who thought that the Liberal 
policy needed refurbishing, and some of these met together at 
Grasmere in the year 1921. The leading spirit among them was 
Ramsay Muir, who played a prominent part as an intellectual 
guide to the Liberal Party in the period between the wars. His 
mind was not a creative one in the highest sense, but he had 
enthusiasm, clarity, integrity and tireless industry. With him 
from Manchester was Mr. E. D. Simon, a man of notable business 
achievement, then Lord Mayor of Manchester, and an authority 
on the housing question. I’hcre were Mr. Walter Layton, Keynes’ 
fellow-lecturer at Cambridge before the war, who had since 
proved himself an efficient public servant, and Sir William 
Beveridge, already famous for his work on Social Insurance. To 
cheer them all up was Philip Guedalla with his epigrammatic 
scintillations and coruscations. If wc are not permitted to say 
that beneath this he was a hard-headed Oxford man wc may 
record that he had great intellectual ability and might have risen 
to political eminence had the fortunes of the Liberal Party at 
that time been different. There was also Ted Scott, son of the 
great editor of the Manchester Guardian, This group did not 
approach the economic problem in quite the same way as Keynes, 
but they were interested both in an active policy of industrial 
reconstruction and in providing the rank and file of labour with 
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a status and dignity which should be as acceptable as the Utopian 
projects of Socialism — and more realisable. 

One result of the Grasmere meeting was the establishment of 
the annual Liberal Summer Schools, the function of which was 
to consist in keeping Liberal enthusiasm alive, in educating a 
wide circle of Liberals in current problems, and in providing a 
forum for discussion. These Schools ”, which met in the follow¬ 
ing years alternately at Oxford and Cambridge for a week in 
August, were an unqualified success, and they still continue. 

The group did not rest content with the Summer School. 
Their members came together for wxek-ends during the winter 
to discuss each other’s memoranda on current problems and pro¬ 
jects of publication. One item in their discussion was the absence 
of a satisfactory Liberal weekly. It was true that there was the 
Mahon, Tliis was a most distinguished periodical which had been 
edited, since its foundation in 1907, by a great journalist, H. W. 
Massingham. He had a staff of able writers who were devoted 
to him. The impress of his personality upon the paper was 
marked ; it had a distinction which appealed to intellectual people 
and has been rarely matched in weekly journalism. None the 
less from the ]:)oint of view of the Grasmere group the Maiion was 
not altogether satisfactory. It was not that it was insufficiently 
left wing ” ; on the contrary^ in some respects it seemed further 
to tlic left than its contemporary, the Mew Slalesman^ which was 
by way of supporting the Labour Party. But its leftwardness 
was somewhat negative, consisting in sincere and passionate 
denunciations of the wicked things that went on in the world. 
It voiced the eternal protest of men of refined feeling against the 
obliquities and callousness and falseness of politicians. This was 
extreme Liberalism verging almost on the realm of revolutionary 
Liberalism, but it was not Liberalism with a new look The 
paper was not the vehicle of fresh practical ideas adapted to the 
requirements of 1923, Furthermore, the Mat ion was not a paying 
proposition ; some thotisaiids of pounds were lost every year, and 
the Rowntree family, which financed it, was becoming a little 
restive. As the result of certain discussions, it appeared that new 
money could be found to reduce the burden upon the Rowntrees 
if some change could be effected in the outlook of the paper. 

Massingham decided at once that he would have nothing 
to do with all this. Great sympathy was felt for him after his 
many years of eminent work. But the facts could not be gainsaid. 
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Keynes was already in a position to put up some money; others 
also came forward, the Rowntrees retaining a share. Keynes 
was to be Chairman of the new Board. 

At first there was an idea that Ramsay Muir was the obvious 
man to be editor; but after some meetings it became clear that this 
would not work well. Although Keynes and Muir were alike in 
search of a new policy, their types of mind were somewhat differerit. 
In Keynes’ view, they were starting with very little ; it was needful 
to turn a penetrating gaze upon contemporary facts and glean 
from them, by science, by intuition, by political imagination, 
new types of remedies for new types of evils. It was a voyage 
of discovery on which they were embarked, to which Liberal 
principles could contribute little except the underlying spirit and 
temperament with which one approached the problems. Muir, on 
the other hand, tended to look inward to discover the truth. One 
had the feeling that locked within his breast was a sacred text in 
which the answers to all problems could be found. He was always 
ready with an answer, and that a sincere one; and this was a 
vahiable gift in a politician. Keynes feared that these answers, 
derived from Muir’s inner consciousness, might conflict with new 
ideas, hitherto unknown to Liberalism, which were derived from 
a study of the new^ situation. Muir w’as a modest man, but a 
stalwart crusader, with the pride of his own sincere beliefs. 
They both decided that there were possibilities of friction ; Muir 
look on the editf)rship of the IVeeklv Westminster. 

Mr. Hubert Henderson, first class-man of the Cambridge 
Economics Tripos before the war, had dotie distinguished service 
in the Cotton Control Board and had since been lecturing on 
money and allied subjects in Cambridge. He w’^as an outstanding 
member of that small band there who w^re setting themselves 
to apply the wisdom of Marshall to the }>ost-war world. He was 
installed as editor of the J^ation and held that position until 1929. 

Keynes devoted much of his time to the affairs of tlie paper, 
especially during its first year under the new auspices. He hoped 
to make it a paying proposition, but in this, although there was 
some improvement, he did not succeed. The price was reduced 
from 9d. to 6d. He endeavoured to secure a balance by curtailing 
overhead expenses and by increasing the advertisements. He 
refused to countenance economies at the expense of the remunera¬ 
tion of contributors; on the contrary, he sought to attract writers 
of the first rank by paying them handsomely. Bloomsbury was 
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roped in to assist. The first issue contained an article by Lytton 
Strachey on Sarah Bernhardt and one on Spain by Virginia 
Woolf. Other Bloomsbury names in due course appeared, as 
well as those of such distinguished wnters as Augustine Birrell, 
Gilbert Murray, Maxim Goiky, Percy Lubbock, Osbert Sitwell, 
etc. At first it was hoped to secure Mr. T. S. Eliot as Literary 
Editor, but he was not immediately available and the paper 
could not wait. Mr. Leonard Woolf accepted that position; 
careful readers discerned that the literary part of the paper, m 
so far as it was political, was distinctly to the lelt o! the political 
section where Mr. Henderson reigned supreme. 

Keynes made it a rule never to interfere with the editorial 
policy. He went each week to the office and had a long talk 
with Henderson on the significance of current events. Ihev saw 
eye to eye on many cjiiestions, but there was never any discussion 
about what line the papei ought to take. That was left to the 
exclusive discretion of Mr. Henderson. Keynes contributed 
nothing to the paper winch was not signed 01 initialled, save for 
one note on Bonai Law. Henderson i ould on occasion write in 
a style of trenchant polemic. It was sometimes wiongly supposed 
that some of his admirably woided leaders were from the pen 
of Keynes ^ 

For a number of yeais Keynes contributed signed articles at 
inteivaJs of aVxmt a month. lor the first seven issues, and agam 
for four weeks m July uvj, he also contiibuted the ‘'Notes on 
rniance and InvestmentHis mam artuJes often aroused 
widespread mlciest, and on a number of occasions leceived 
notices — sinely an unasiial phenomenon in journalism ” m the 
other important papers. 

During 1923 most of his articles dealt with the development 
of the reparations problem, the subject on which he was an 
acknowledged expert. Tlicse were diversifieci b) his addicss to 
the Libeial Summer School,- by a controvers) with Sir William 
Beveridge on the pc'ipnlation problem,and bv two articles on 
Free Tiade, in connection with the Gcneial Election which took 
place m the autumn ol 1923. 

^ Clt a number of anonymous aitides wiongly attiibuted to Ktyncs on pp 670- 
b86 of the panulakmg bibliography in I lie Uew hccmomia edited by Professor b E 
Hams Issue ol nth /Vugust 

3 Issue of jbtli October Sii Wilhim Be\tndge had gu^en a presidential address 
to Section r of the Brittsh Association, to wJiich Keynes made a more elaborate reply 
in the DeiJ^mbei issue ol the Ltonomte Journal 
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The Liberal Summer School met this year at Cambridge, 
where Keynes moved Mr. Sheppard to produce his translation 
of the Cyclops for the benefit of a Liberal audience. Keynes’ 
own address was mainly concerned with the evils of currency 
fluctuation and particularly of deflation. He thought that the 
Liberals ought to find in this currency question an important 
plank in their political platform. There were complaints that 
the currency question was difllcult to follow, but Keynes insisted 
that the relevant arguments were no more complicated than those 
in favour of Free Trade. The general public had made the intel¬ 
lectual effort required to understand these arguments in the early 
Victorian period, to the lasting benefit of British politics and 
British prosperity. Why need it be assumed that they would be 
incapable of understanding the arguments in fiivour of a stable 
currency, which might well prove in the coming years to be an 
issue of as great moment for economic prosperity as the Free 
Trade versus Prolectioxi issue? 

Keynes show'ed himself a convinced Free Trader in the two 
articles on that subject. One of them was specifically devoted 
to the fallacy of supposing that tariffs might be good for etnploy- 
ment. During the General Election (1923) he made an important 
speech at Blackburn, in which he trounced the Protectionists and, 
striking at the left, attacked the proposal for a Capital Levy, of 
which he had been in favour immediately after the war. He 
criticised the inflexibility of the Labour leaders in not realising 
that the arguments which had been valid then were no longer 
so at present. 

2 


On 7th July 1923 the Bank Rate was raised from 3 per cent 
to 4 per cent. Never, perhaps, was the decision of the Bank of 
England Ckmrt more Ifaught with far-reaching consequences ; for 
it set Keynes’ mind w^orking upon a line of thought which has 
had a world-wide influence lasting until this day. He made a 
strong comment upon it in his Note on Finance and Investment ” 
in the JVation of 14th July, and, contrary to the usual procedure 
when his contribution was merely a financial note, his name was 
billed on the cover of the paper. This rise in the Bank Rate was 
one of the most misguided movements of that indicator that has 
ever occurred. . . . The Bank of England acting under the influence 
of a narrow and obsolete doctrine has made a great mistake.” 
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Prices were falling and unemployment was severe, and it 
seemed clear that this change in the Bank Rate was not designed 
to adjust the internal credit situation, but was a step towards 
restoring sterling to its pre-war gold parity. What further steps 
would be required? Through what horrors of deflation might 
we be led ? 

During the winter of 1922-23 the centre of gravity of his 
interests shifted from the Reparations Problem to internal finance, 
and in November 1923 a book entitled A Tract on Monetary Reform 
appeared in the bookshops. This has an important place in 
economic history. Keynes wrote books of many different kinds, 
and a fascinating debate might be held about which had most 
ultimate significance. In the Tfeaiise on Probability he explored 
the foundations of human knowledge in a work which, although 
not definitive, has continued to stimulate thought upon its deep 
problems. The Economic Consequences was his greatest masterpiece 
of polemic ; it made his public reputation and had an important 
impact on foreign politics. The two large works, the Tieatise on 
Money and The General Theory of Employment^ Interest and Money^ 
have had far-reaching effects on economic science and thereby 
indirectly on public policy. There are still purists who give the 
first prize to his book on Indian Currency, In spite of all this, 
a c'laim could be made on behalf of the Traci on Monetary Reform, 
For generations there had been economists who held that the 
Gold Standard was not the best possible form of money ; recently 
a fjrilliant campaign had been conducted by the American 
economist, Irving Fisher. Yet on the whole it seemed that this 
sort of advocacy was confined to cranks and very academic 
economists. The Gcdd Standard — with the respectable alter¬ 
natives of a Silver Standard or, now fading into the background, 
bi-metallism — was universally accepted. Its dcsirabilit\ was not 
a live issue. The Tract on Monetary Reform seemed to come near 
to making it one. Seemed — or had it really done so ? At first 
this was in doubt, because, in spite of the book, Britain and most 
other countries returned to the Gold Standard shortly afterwards, 
and the matter appeared to be closed. However, the book 
caused a controversy which was sufficiently lively to be remem¬ 
bered for some years; the leading politicians and bankers took 
notice; the seeds of doubt had been sown among a wide public. 
For a year or two Keynes’ view was in eclipse. But within a decade 
it had won the allegiance of at least half the world. Affection 
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for the Gold Standard may yet revive. If it does not, the historian 
win record that Keynes, almost single-handed, killed that most 
ancient and venerable institution. 

It was a notable achievement, because the Gold Standard 
was perhaps the most respected and sacrosanct of all the mechan¬ 
isms of nineteenth-centuiy Capitalism. If a Labour Party had 
gained power in the first quarter of the twentieth century on a 
programme for nationalising the means of production and distri¬ 
bution, it would probably not have ventured to lay hands on the 
Gold Standard itself. Even Socialists claimed to respect the import¬ 
ance of a sound monetary system. It could, no doubt, be argued 
that it was the First World War that really killed the Gold Stan¬ 
dard, since thereafter it has proved difficult to make it work. 

Yet in 1923 the vast majority were still striving after it. It 
was Keynes who first gained wide interest for the doctrine that 
it was not a good thing in itself. He did it very quietly and gently. 
It is interesting to compare the fonel’ul and passionate polemic 
of the Economic Consequences^ where he knew exactly what he wanted 
to say and said it with a vengeance, with the tentative and almost 
diffident tone of the last fifty pages of the Tiad^ where he was 
hardly doing more than thinking aloud. The reader feels that in 
Keynes* own mind the issue had for some time been in doubt. 
He finally reached his derision and explained in simple and 
unadorned language why he had done so. 

The first section of the book does not carry a warning of mo¬ 
mentous proposals to come. There is a thorough, and sometimes 
amusing, analysis of the evils resulting from an unstable currency. 

Thus Inflation is unjust and Deflation is inexpedient. Of the 
two perhaps Deflation is, if we rule out exaggerated inflations 
such as that of Germany, the worse; because it is wwse, in an 
impoverished world, to provoke unemployment than to disappoint 
the rentier. But it is not necessary that we should weigh one evil 
against the other. It is easier to agree that both are evils to be 
shunned. The Individualistic Capitalism of to-day, precisely 
because it entrusts saving to the individual investor and production 
to the individual employer, presumes a stable measuring-rod of 
value, and cannot be efficient — perhaps cannot survive — with¬ 
out one.’* 

There were controversial sallies, to titillate the reader, and 
Sir Josiah Stamp gave warning in an interesting review * that 

^ Journal of the Royal Stalistwal Society^ May I9;»4. 
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these might jeopardise its persuasive effect. There is a reference 
to “ many conservative bankers who regard it as more con* 
sonant with their cloth, and also as economising thought, to shift 
public discussion of financial topics off the logical on to an alleged 
moral ’ plane, which means a realm of thought where vested 
interest can be triumphant over the common good without further 
debate. But it makes them untrustworthy guides in a perilous 
age of transition.” There is also in this section of the book an 
intriguing analysis of the rate at which a government can abstract 
purchasing power from the pockets of its citizens by means of 
inflation, the maximum possible rate tending to fall as inflation 
gets more rampant. 

The middle part of the book has probably been the most 
widely read during the years since it appeared, as it has provided 
a convenient text for uni\ersity teachers. Heie Keynes re¬ 
entered the classroom and expouTidcd the essential points of the 
Cambridge ” monetary theory. For a wider public he greatly 
simplified the formulae which 1 had seen him place upon the 
blackboard a year earlier. The value of monev was the conse¬ 
quence of the interaction of two decisions, the decision of the 
Central Bank as to how much credit to create and the decision 
of members of the public as to how much “ real ” value, t.e, how 
iniuli purchasing pcjwci over goods, thc) wished from tune to 
time to hold bv them in the forms of currency or a bank balance. 
Policies of the former had long been carefully studied, but insuffi¬ 
cient attention had been paid to motives actuating the latter. 
He also dealt with the purchasing power parity theory ” con¬ 
cerning loicigu exchange rates, showing its useiulness and limita¬ 
tions; and he reproduced his account of the theory of forward 
foreign exchange rates from his Manifustei Guanhan Supplement 
article in a form useful for students. It is in the course of the 
academic section of the book that he used a phrase which we 
may now perhaps regard as juxrverbial in the English language. 
He spoke of the cruder form the Qiiiiiility Theory of money as 
being valid only in the long run. ""But this long nm is a mis¬ 
leading guide to current affairs. In the long run we are all dead. 
Economists set themselves too easy, too useless a task, if in tem¬ 
pestuous seasons they can only tell us that when the storm is long 
past the ocean is flat again.” 

He moved quietly into the concluding explosive section of 
his book by presenting various alternatives. Should we prefer 
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devaluation or deflation? The answer to that was easy. He 
reproduced material from his Manchester Guardian article in favour 
of devaluation. Then we come to something more exciting. 
Should we choose to have monetary stability — the early section 
of the book had argued its supreme importance — in the form 
of stable internal prices or a stable foreign exchange rate ? This 
was a momentous question which has troubled the waters of 
opinion ever since. In the post-war world experts had been urging 
monetary stability^ and it was generally assumed that this meant 
a return to the Gold Standard. Keynes thought the time had 
come to seek greater precision and to pose the alternatives. 

The tacit assumption that gold would provide a regime of 
fairly stable prices, as well as stable exchanges, had to be recon¬ 
sidered. In the nineteenth centur) it had served sufficiently well, 
partly because the expansion of output from the gold mines had 
kept fairly good pace with the expansion of general production. 
We could not rely on a succession of new gold disco\^cries on an 
ever-increasing scale. There was another even more important 
point. The essence of the situation in the nineteenth century 
was that the value of gold had been determined by a large number 
of independent forces, resulting from the polities of various nations 
and the behaviour of (heir citizens. The effects of changes in 
these often cancelled one another out. But now the situation 
was entirely altered, owing to the great absorption of gold by the 
United States of America. There w^as no longer any independemt 
entity which one could call tljc Gold Standard ; the Gold Stin- 
dard now simply meant the Dollar Standard. Furthermore, the 
dollar was already a managed currency. The Federal Reserve 
System had nc»t been automatically increasing the volume of 
cuiTcncy or of credit in the U.S.A, on the receipt of gold ; had 
it done so, it would have produced a wild inflation there: 

The theory on which the Federal Reserve Bc>ard is suppc)sed to 
govern its discount policy^ ])y reference to the influx and efflux of 
gold and the proportion of gold to liabilities, is as dead as mutton. 
It perished, and perished justly, as soon as the Federal Reserv(‘ 
Board began to ignore its ratio and to accept gold without allowing 
it to exercise its full influence,^ merely because an expansion of credit 

^ inllux of ^^old could not be prevented from havini? some infiatlonary effect 
because its re< eipt automatically mcrea^Jcd the balames ol the member Ijanks. This 
uncontrollable clement cannot be a\oided so long as the United States Mints are 
compelled to accept gold. But the gold was not allowed to exercise the multiplied 
influence whuh the pre-war system presumed. (Note by J. M. K.) 
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and prices seemed at that moment undesirable. From that day gold 
was demonetised by almost the last country which still continued to 
do it lip-service, and a dollar standard was set up on the pedestal of 
the Golden Calf. For the past two years the United States has 
pretended to maintain a gold standard. In fact it has established a 
dollar standard ; and, instead of ensuring that the value of the dollar 
shall conform to that of gold, it makes provision, at great expense, 
that the value of gold shall conform to that of the dollar. This is the 
way by which a rich country is able to combine new wisdom with 
old prejudice. It can enjoy the latest scientific improvements, 
devised in the economic laboratory of Harvard, whilst leaving 
Congress to believe that no rash departure will be permitted from 
the hard money consecrated by the wisdom and experience of Dungi, 
Darius, Constantine, Lord Liverpool, and vSenator Aldrich. 

One might react to this by suggesting that to resume the gold 
link would allow Britain to enjoy the ])cucfit of this currency 
management. Keynes saw objections : 

It would be rash in present circumstances to surr'cnder our free¬ 
dom of action to the federal Reserve Board of the United States. 
We do not yet possess sufficient experience of its capacity to act in 
times of stress \vith courage and inde})endence. The Federal 
Reserve Board is striving to free itself from the pressure of sectional 
interests ; but we are not yet certain that it will wliolly succeed. It 
is still liable to ])e overwhelmed by the impetuosity of a cheap money 
c*ampaigu, A suspicion of British influence would, so far from 
stiengthcning the Board, gicatly weaken its resistance to popular 
clamour. Nor is it certain, quite a])arl from weakness or mistakes, 
that the simultaneous application of the same j'xiiicy will alwixys be in 
the interests of both countries. I’he development of the credit cycle 
and the state of business may sometimes be widely diOerent on the 
two sidevs of the Atlantic. 

It is important to observe that Keynes did not conceive the 
issue at stake to be whether we should have a managed or an 
automatic standard. An automatic standard had for some time 
ceased to exist in practice and wits now no longer available. 
Idle C(uestion for him was whether our currency should be 
managed so as to secure stable external value, to maintain a 
fixed dollar parity (so-called Gold Standard), or wiiether it should 
be managed so as to secure a stable internal price level. His 
decision was in favour of the latter. 

How then should we proceed? His answer was simple — 
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By an adaptation of the actual system which has grown up half 
haphazardly since the war The adaptation should consist in 
a conscious quest for a stable internal price level. He referred 
to Irving Fisher’s proposals, but doubted if they were adequate 
to cope with the short-period oscillations of the credit cycle. But 
he went some way with Fisher by allowing that the authority 
should adopt a composite commodity as their standard of value 
in the sense that they would employ all their resources to prevent 
a movement of its price by more than a certain percentage in 
either direction away from the normal, just as before the war 
they employed all their resources to prevent a movement in the 
price of gold by more than a certain percentage The actual 
movement of prices must not be the sole criterion, since action 
resulting therefrom might be unduly delayed. 

Actual price-movements must of course provide the most 
important datum; but the state of employment, the volume of 
pioduction, the effective demand for credit as felt by the banks, the 
rate of interest on investments of various types, the volume of new 
issues, the flow of cash into chculalion, the statistics of foreign trade 
and the level of the exchanges must all be taken into account. The 
main point is that the objective of the authorities, pursued with such 
means as are at ihcii command, should be the stability of prices. 

He suggested a somewhat more formal arrangement than we 
actually had in 1923 (or in the period from 1931 to 1939). The 
Court of the Bank of England should fix the price of gc»!d each 
Thursday, just as it fixed the Bank Rate. It should enlarge the 
margin between its buying and selling price. It shotild also offer 
to buy and sell forward exchange at fixed rates, thereby allowing 
the British to oft'er a higher (or lower) short-term rate of interest 
to foreign bonowers (or lendeis) than obtained on domestic loans 
in liOndon. Tlic Bank would then have three levers to operate. 
On any Thursday it could alter its official discount rate, it could 
alter its spot buying and selling prices of gold and it could, 
simultaneously or independently, alter its forwaid buying and 
selling prices of gold. Here was a notable plan which he put 
forward for careful consideration, before we embarked upon the 
perilous course of fixing a parity with the dollar. 

The book created a great flutter. On the whole the reception 
was hostile. People were profoundly shocked at the idea of 
abandoning the sheet anchor of stability constituted by the Gold 
Standard. Keynes could by no means carry all his Liberal friends 
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with Mm. Indeed some Liberals were among those especially 
perturbed) since they intensely disliked handing over such an 
important subject to the discretion of the Government They 
were not impressed by the argument that the currency was bound 
to be a ‘‘ managed ” one in any case. The bogy of a great 
inflation was produced. To Keynes this seemed irrelevant. He 
deemed England a sufficiently mature country for it to be possible 
to assume that the authorities could be trusted to carry out a 
policy of monetary reform faithfully, and would not indulge in an 
orgy of feckless note issue. This was a notable mark of his respect 
for the Treasury and the Bank, despite the severe attacks he had 
felt bound to make u])on them recently. It was one thing to 
accuse them of hopeless Conservatism, obscurantism, pigheaded- 
ness, failure to read the signs of the times, failure to introduce 
the reforms that were needed if Capitalism was to be saved, and 
quite another to assume that they were so irresponsible that, if 
only they were given the power, they would embark on a career 
of squaudermania by printing bankmote^s. Keynes believ^ed that 
the old boys were fundamentally trustworthy and well-mcaningf; 
but they were blind and complacent, and greatly needed prodding. 
'J'hc old-fashioned Liberals ran away from his proposals on the 
dogma that Central Authorities can in no event be trusted; but 
these Liberals had no cure for the current ills. Thus Keyucs had 
great initial difficulties in gaining acceptance for ideav which 
might provide the middle way between Socialism and a collapsing 
Capitalism. To him this currency reform was all-important, 
because it would be the basis for the other reforms that he was 
beginning to have in mind. 

3 

On 12th April 1924 no less a person than Lloyd George wrote 
to the Nation calling for a large-scale programme of public works. 
Unemployment figures had been for some time in the neighbour¬ 
hood of a million. Lloyd George was the type of Liberal who 
was not averse from State intervention ; he was temperamentally 
inclined to meet the manifest social evil of unemplo)anenl by 
positive action ; the idea of a streamlined and up-to-date nation¬ 
wide system of public utilities appealed to him; this seemed a 
fitting plan to offer in substitution for the inertia of the authorities. 
Lloyd George had been out of office for more than a year, and 
was seeking a policy both in agriculture and industry that would 
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have some popular appeal. There followed a stream of letters 
from such authorities as Mr. Walter Layton and Sir William 
Beveridge. Keynes allowed the correspondence to gather momen¬ 
tum, keeping his admirers in suspense about his own views, 
and finally intervened himself on 24th May: Does Unemploy¬ 
ment Need a Drastic Remedy? Yes, it did. He proposed that the 
Treasury should use the Sinking Fund “ to spend up to, say, 
3(^100,000,000 per year on the construction of capital works at 
home, enlisting in various ways the aid of private genius, tempera¬ 
ment and skill Housing was clearly a much-needed form of 
capital development, and he hinted at what we have come to 
know as '' prefabs an idea to which his mind reverted in 
Washington in 1944. It should not be beyond the technical 
accomplishments of our engineers to devise a national scheme 
for the mass production of houses which would supplement the 
normal activities of the building industry and make up in 5 or 
10 years the deficiency with which the latter has proved unable 
to deal.” He also recommended the adaptation of our road 
system to the needs of modern transport, and a large scheme for 
the transmission of electric power. ‘‘ I look, then, for the ultimate 
cure of unemployment and for the stimulus which shall initiate a 
cumulative prosperity to monetary reform — which will remove 
fear — and to the diversion of the National Savings from relatively 
barren foreign investment into state-encouraged constructive 
enterprise at home, wdiich will inspire confidence. That part of 
out recent unemployment which is not attributable to an ill- 
controlled credit cycle, has been largely due to the slump in our 
constructional industries. By conducting the national wealth 
into capital developments at home we may restore the balance 
of our economy. Let us experiment with boldness on such lines — 
even though some of the schemes may turn out to be failures, 
which is very likely.” 

Two weeks later he replied to criticisms in an article which 
laid great stress on the diversion of savings from foreign invest¬ 
ments. 

In my opinion, there arc many reasons for thinking that our 
present rate of foreign investment is excessive and undesirable. We 
are lending too cheaply resources which we can ill spare. Our 
traditional, conventional attitude towards foreign investment 
demands reconsideration; it is high time to give it a bad name 
and to call it “ the flight of capital But I must limit myself 
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here to the single aspect which is relevant to the special problem of 
unemployment. 

Some foreign investments lead directly to the placing of orders in 
this country which would not be so placed otherwise. Whether or 
not they are desirable on general grounds, such investments do no 
harm to employment. As a rule, however, this is not the case. A 
foreign loan docs not, any more than a demand for Reparations, 
automatically create a corresponding flow of exports. Let us take a 
particular example. Last week New South Wales borrowed in the 
London market 500,000 new money “ for railways, tramways, 
harbours, rivers and bridges, water supply, irrigation, sewerage and 
other purposes A part of this may pay for orders placed here 
arising out of these undertakings. Probably the greater portion will 
not be used thus, but in paying labour on the spot, and importing 
su]3plies from elsewhere. That is to say, the resources will be trans¬ 
ferred to Australia in roundabout ways. Sooner or later, the matter 
must be adjusted by increased British exports or diminished British 
imports. But this can only come about through the medium of a 
depreciation of the sterling exchange. Our exchanges have to 
depreciate so as to stimulate our export industries at the expense of 
our ‘‘ sheltered non-export industries, and so redress the balance 
between the two. If the world demand for our exports at the present 
price level is inelastic, a considerable depreciation may be necessary 
to do the trick. Moreover, there may be violent resistances to the 
process of adjustment. 7 'he fall of the exchange tends to raise the 
“ < ost of living and the sheltered industries may struggle to 
avoid the reduction of real wages which this entails. Our economic 
stiucture is far from elastic, and much time may elapse and 
indirect loss result fiom the strains set up and the breakages 
incurred. Meanw'hile, resources may lie idle and labour be t)ut of 
employment. 

I’he old principle of lahsez-faire was to ignore these strains and 
to assume that capital and labour were fluid ; it also assumed that, 
if investors choose to send their money abroad at 5 pei cent, this 
must mean that there is nothing at home woith doing at 5 per cent. 
Fifty years ago, this may have bt'cn a closer aj)proximation to the 
truth than it is now^ With the existing rigidity of the trade union 
organisation of labour, wuth the undue j^refuence which the City 
organisation of new issues and the Trustee Acts afford to overseas 
investment, and wdth the caution w^hich for many reasons, some 
good and some bad, now oppresses the undertaking of new capital 
investment at home, it does not work. 

Can 1 now carry my critics with me this far, — that, if in the 
last six months, instead of 10,000,000 capital issiies for new home 
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developments and ;^50,ooo^ooo for new developments abroad, the 
figures had been the other way round, this would have been a change 
for the better, and favourable to employment ? Surely they cannot 
maintain that England is a finished job, and that there is nothing 
in it worth doing on a 5 per cent basis. Then let them agree with 
me in wishing, if we could manage it, to stimulate investment at 
home. 

In considering how to do this, we are brought to my heresy — if 
it is a heresy. 1 bring in the State; I abandon laissez faire^ — not 
enthusiastically, not from contempt of that good old doctrine, but 
because, whether we like it or not, the conditions for its success have 
disappeared. It was a double doctrine, — it entrusted the public 
weal to private enterprise unchecked and unaided. Private enterprise 
is no longer unchecked, - - it is checked and threatened in many 
different ways. There is no going back on this. The forces which 
press us may be blind, but they exist and are strong. And if private 
enterprise is not unchecked, we cannot leave it unaided. 

For these reasons I claim to be nearer than Mr. Brand to the 
realities and possibilities of the m()d<Tn world in repeating that the 
next developments of politic-economic evolution will emerge from 
new experiments directed towards detei mining the appropriate 
spheres of individual and governmental action. And proceeding to 
particulars, I suggest that the State encouragement of new capital 
undertakings by employing the Ix'st technic'al advice to lay the 
foundations of great schemes, and by lending the credit and the 
guarantee of the IVeasiiry to finance them more boldly than hitherto, 
is becoming an inevitable policy. There is no sphere wheie private 
initiative is so lacking — for (jiiitc intelligible reasons — as in the 
conception and execution of very costly projc’cts which may be 
expected to yield from 5 to 6 per cent. 'Hie IVacie FacilitiCvS Act 
continues to depend on private initiatixe, and only such projects are 
helped by it as private enterprise is inclined to plan and to back. 
Mr. Brand, the City Editor ui The Time^^ and many others point 
to the unused balance of credit uiider this Act as convincing p)roof 
that there is nothing more to be done. 1 do not agree, because big 
new projects of a public ch.iracter are not the kind of thing fur which 
the Act is devised. Let me set against this the very recent report of 
the Chamber of Shipping Committee, which points out the urgent 
need of expensive developments in many of our great ports, as one 
proof amongst many that the equipment of this country is not com¬ 
plete and up-to-date in all respects. Indeed, it is a bold and hazard¬ 
ous saying of my critics that our savings must drift abroad at 5 per 
cent because there is simply nothing worth doing in England at that 
price. 
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We may ask ourselves what would have been the economic 
fortunes of Britain had she not returned to the Gold Standard in 
1925, thus saving herself from the Goal Strike and the General 
Strike and other consequential industrial troubles, had she shaped 
a policy for maintaining the sterling price level when the world 
slump came in 1929, and had she executed a thorough reconstruc¬ 
tion of her public utilities and basic industries in the Twenties, 
when she had spare resources for the purpose. Such a recon¬ 
struction was found to be sadly overdue ten and twenty years 
later. In connection with this last point we may wonder if there 
were at the time youthful members of the Labour Party who 
judged that Keynes had more to offer than the stale old doctrines, 
and made mental notes of the plan for large-scale capital develop¬ 
ment,— only to have the opportunity to bring them out of their 
mental pigeon-holes at a period, of all periods in British history, 
the least suitable for such an undertaking, namely, 1945-50. The 
mind of the public was slow to move in 1924, and Keynes got 
little support for his double policy, which was planned to meet 
contemporary evils. 

At the Liberal Summer School, in Oxford that year, Keynes 
returned to the charge upon the subject of foreign investment. 
He claimed that the Tiuslec Acts gave it undue preference; he 
put together a gloomy talc of how many of our past investments 
overseas had resulted in loss and default. Let the Trustee Act 
be amended so as to give home requirements a better chance. 

Keynes spoke with \chemence and a manifest desire to per¬ 
suade. The matter (learly seemed to him to be one of the utmost 
importance. The audience was interested, but showed no signs 
of sharing his sense of mgency. I was there myself and watchecj 
its reaction closely. T'he feeling seemed to 1 )e that Keynes had 
made a case with his usual effectiveness for being somewhat more 
critical of foicign investment. This, however, appeared to be 
rather a specialised point, worth taking note of, but not apparently 
related to any big plank in the Liberal programme. Indeed, if 
one looked at his proposition from a political standpoint, it seemed 
somewhat anti-Liberal in tendency. Liberals had always stood 
for a large foreign trade and an int€*rnafioiuil outlook. This 
preference for home projects seemed to be a little nationalistic 
in flavour. It might be wise, but was it specifically Liberal? 
Furthermore, from another point of view it was not very attract¬ 
ive, for many of the investments would be in our Dominions 
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and Colonies, and so the proposition appeared to have a Little 
England flavour at a time when the Liberals had long ceased 
to think in Little England terms. Thus Keynes^ address seemed 
rather to be fulfilling the educational function of the school than 
making a contribution to a fighting programme. 

Yet Keynes himself clearly thought of it differently; to him 
what he had to say was obviously central and crucial. Why was 
this ? Let it be granted that all that he said about the disappoint¬ 
ments in past investments abroad was true; let it be granted that 
we should be more cautious in future; let it be granted that the 
Trustee Act should be amended to give home development a 
better chance. Yet why was all this so crucial ? In his mind it 
was clearly linked with the cure of unemployment. That certainly 
was crucial — but what exactly was the connection ? Watching 
his enthusiasm on the one side and the comparative apathy of 
the audience on the other, I felt that there was some missing clue, 
something unexplained, that his statement needed amplification, 
that there was some message which he had failed to deliver. 

There was indeed a missing clue. The task of discovering 
that clue was to occupy the next twelve years of his life. What 
was laclving was an explanation in terms of fundamental economic 
theory of the causes of unemployment. Orthodox theory did not 
appear to justify Keynes’ contention that it could be reduced by 
diverting investment fiom foreign to home (harmcis, and his own 
arguments seemed incon< lusive. 

Various intciesting reflections occur in this connection. One 
is how early (1924) Ke) nes had completed the outline of the public 
policy which has since been specifically associated with his name 
— credit control to eliminate the credit cycle, State-sponsored 
capital development and, for a country in Britain’s position, some 
check upon the outward flow of capital. The main framework 
was there in 1924. If Keynes put forward these proposals before 
being in a position to give a full theoretical justification of them, 
that was, no doubt, because he deemed it urgently needful for 
Britain to act with speed. It must not be inferred that they were 
throwm out at random. 

In the last two years he had been actively working on the 
theory of credit and capital. He had been feeling his way 
forward. The processes of the mind are inscrutable. Did he in 
some primitive sense already know the theoretical conclusions 
that he was later to articulate? He had uncanny powers of 
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mtmtion* Is it possible for the mind to jump from the data 
which are the premises of an argument to the practical conclusions, 
without being conscious oneself of the theoretical conclusions, 
which are none the less the necessary logical link between the 
premises and the practical conclusions ? 

It is desirable to give some example of the theoretical dilemmas 
presented by his address. Why was he urging that a diversion 
from foreign to home investment would increase employment? 
He admitted that if foreign investment declined our exports would 
decline correspondingly, since our excess of exports would be 
equal in value to our foreign investment. Why therefore was not 
the loss of employment in the export trades due to the reduction 
of Ibreign investment equal to the gain of employment resulting 
from the additional investment at home ? We may revert to 
his argument in the Nation article that, when a new foreign 
investment was undertaken, there was not an immediate adjust¬ 
ment, until iti due course there had been a pressure upon the 
foreign-exchange rates necessary to promote the excess of exports 
required ; but surely this maladjustment was “ short run ’’ even 
by Keynes’ standard, for he was arguing in terms of a programme 
for the next ten years. The reference to a consequential reduction 
in our standard of living would have been relevant, had he been 
arguing against an expansion of our foreign investment; but in 
fact he was arguing in favour of a reduction. Keynes tended to 
fall back upon his argument that so many of these foreign invest¬ 
ments came to a bad end ; but that was another point; it did 
not show that W'hile they were going on they were any less good 
for employment than a corresponding value of investment at 
home. No really satisfactory explanation w^as oflercd. 

Throughout the discussion Keynes seemed to have the idea 
that there was, so to speak, a lump of saving. He argued as follow s. 
Let us suppose that the National Debt Commissioners umtributed 
£100 million to the Sinking Fund. Holders of the Debt paid off 
would, by hypothesis, be either trustees or the type of investors 
who like trustee securities. They w'ould then seek about for the 
next best thing, and find it, under the influence of the Trustee 
Act, in overseas investment. How^ much better, Keynes argued, 
if that £ioo million went to home development. There was in 
his conception a definite amount of saving which could either be 
applied one way or the other. There w\as no hint of the notion 
that when, at a time of domestic unemployment, the authorities 
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stimulated certain domestic capital developments, the additional 
activity and income-earning would themselves generate part or all 
of the savings required to finance the development* At this point 
Keynes was ill-equipped to combat what came to be called the 
Treasury view, which was that public works simply diverted 
savings from one outlet to another and failed to increase total 
activity. Mr. Hawtrey himself, whosf‘ writings on credit and 
banking policy greatly influenced Keynes in other respects, sub¬ 
scribed to the Treasury view in this matter. According to him, 
if one expanded public works without expanding bank credit, one 
did not add to employment; if one expanded bank credit, one 
could add to employment without public works. 

If one asked why, if payable projects existed at home, private 
enterprise had not found them out, Keynes offered an ad hoc and 
personal, rather than a theoretical, answer. There was as yet 
no hint that “ liquidity preference ” prevented the rate of interest 
falling to its proper level, which would render the projects in 
question payable. Instead we have the explanation that there 
is no sphere where private initiative is so lacking — for quite 
intelligible reasons — as in the conception and execution of very 
costly projects which may be expected to >ield from 5 to 6 per 
cent (We need not, of course, reject this institutional explana¬ 
tion. even when we have the benefit of a theoretical one to 
reinforce it.) 

When we have Keynes’ Genoal Theory (1936) in our hands, it 
is easy in retrospect to give a theoretical defence of the practical 
policy which he outlined in 1924. The Theory of the Multiplier 
gives the answer to the Treasury \dew, which is based on the 
idea of a lump ot savings. The “ liquidity prefeiencc ” theory 
of interest explains why payable domestic projects are not put in 
hand. Finally, the Multiplier theory explains both why domestic 
public works will give more cinpIo)ment than foreign invest¬ 
ment, and also why — even when we have abandoned the lump 
of savings theory—some discounigement of foreign investment will 
be needed to make way for hcjme investment. If the economy 
passes from a state of considerable unemployment to one of much 
greater activity, imports will rise and, given the standard of living, 
the excess of exports over imports will be reduced. Thus the 
funds available for foreign investment will be reduced, not as 
Keynes seemed to imply at this early stage by the exact amount 
of the home investment, but by a diiierent amount which depends 
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on the marginal propensity to import. Thus a text-book expiana* 
tion can now be given of the whole programme which Keynes 
propounded in 1924. 

He did not give it himself at the time, and for that reason 
his plea lacked something in final potency. When Cobden and 
Bright undertook their great campaign, they could always re¬ 
inforce their ad hoc platform arguments by the more fundamental 
reasoning to be derived from the pages of Adam Smith and Ricardo. 
Keynes was still lacking in the support of more fundamental modes 
of argument, and in due course had to forge them for himself. At 
the close of 1924 he was already planning in his head a treatise 
on the credit cycle. He did not then know how long and laborious 
the way was to be before his ideas took final shape — if indexed 
final is the right word, for there can be little doubt that with life 
and leisine Keynes would have reached a further stage in the 
development of his own thought. 

Later in the year (October) he had another opportunity 
to ventilate his views about savings and investment. A Com¬ 
mittee w^as silting in order to report on Taxation and the 
National Debt (the Colwyn Committee). He made his point 
about the Irustce Act. He also departed from the austerity of 
orthodoxy by holding that it was not necessarily desirable to 
fund much of the sliort-term debt as possible; the quantities 
ol short-term debt and long-term debt available sliould be arranged 
to suit the taste of the market. While recognising the value of a 
Sinking ruiid, lie did iK)t subscribe to the virtues of a large one in 
the existing circumstances; the redemption ol' debt might mean 
taking money from the enterprising to put it into the hands of 
those who prefer gilt-edged security; they in their turn would 
lend abroad. A large Sinking Funcl vv’ould be desirable if it were 
combined with a large prognirame of public works, which wDuld 
provide the productive outlet at home fc*r the capital made 
available by the Sinking Fund. He also proposed for the con¬ 
sideration of the Committee a scheme for State Bonds, which 
would have a guaranteed stable commodity value. This might 
attract certain investors and was in line with his general advocacy 
of a stable currency.^ He gav^e evidence again in the following 
spring explaining why he was opposed to a Capital Levy in 
existing conditions. 

* Sonic of Ills vifw^ appear in Ins review on the Repoil Ou Ck»imnutee in the 
Emnomic Journal^ J unc 1927. 
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His academic work gained recognition at this time by his 
being made a foreign member of the Swedish Academy of 
Science. 

In the political world he returned to the charge in the General 
Election, making a speech at a big rally in Cambridge in support 
of the borough Liberal candidate. He criticised the Russian loan 
and continued to give warning against the dangers of Protection. 

Meanwhile he had other intellectual tasks to perform in the 
course of 1924. On 13th July Alfred Marshall died, and Keynes 
set himself to compose the obituary notice for the Economic Journals 
Mary Marshall, the economist's widow, wrote to Keynes' mother, 
“ I am indeed glad that Maynard is writing it, for he will do it 
beautifully and Alfred was proud to count him among his pupils 
The note ran to sixty-two pages and is of permanent value, since 
it contains Keynes’ summary of what he regarded as Marshalfs 
principal original contributions to economics. It is also a fine 
example of the biographer’s art. Keynes had shown his power of 
portraying the weaknesses of his adversaries in vivid and unfor¬ 
gettable touches; now he proved that he could do a balanced 
portrait, fashioned with the loving care of a pupil, but not 
omitting criticism. He made Marshall live for his readers and 
endeared him to them; and his ac(ount of the Cambridge back¬ 
ground is also of abiding interest. 

A little later he contributed to the Nation a short obituary 
sketch of his old supporter at the C^amhi idgc Union and colleague 
in Paris, Edwin Montagu.- 

The Sidney Ball Foundation invited him to give its annual 
Lecture at Oxford. The title he chose was The End of Laissez- 
FaireJ He was hot on the trail now. The foundations of old- 
fashioned Liberalism were to be finally demolished and a philo¬ 
sophical background provided for the new policy. He knew 
that Oxford was well read in the great thinkers of the past, and 
rightly judged that it w^ould intrigue his audiem e to hear his 
comments on them. His address w^as an elegant performaru'e; 

* September 1924. The issue was somewhat dekivt'd : tiis fellow-editor, F. V. 
Edgeworth, informed me that he regarded the delay as amply justified by the superb 
notice. See footnote on p. 142. 

^ 29th November 1924. It was reprinted in Efsqyi m Biography, 

3 7 iit End of Latssez-I^atre was published by Leonard and Virginia Woolf at the 
Hogarth Press in 1926, bcang based on the Sidney Ball lecture delivered before the 
Univensity of Oxford in 1924, and a lecture delivcted before the University of Berlin 
in 1926. (Sec Ixdow, p. *378.) 
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he leapt from idea to idea with fascinating agility, picking up 
the various strands of thought that contributed to the nineteenth- 
century doctrine of laissez-fdiTe. Although his presentation was 
witty and adroit, it was not completely satisfying, since this 
part of his task was destructive and the time at his disposal 
brief. His treatment of the great thinkers, whose first editions 
he was so zealously collecting at this time, w^as inevitably some¬ 
what cavalier. He sought targets for attack, to the neglect of the 
profound wisdom of the great men, Locke, Hume, Rousseau, 
Bcntham, Burke, Palcy, Malthus, Darwin, whose names bcspeckled 
his pages. 

The se('ond part of his discourse w^as concerned with the 
principles of policy in a society that had abandoned laissez-faire. 
In retrospect his proposals appear extraordinarily modest. In 
the first place, he cited what he called the self-socialisation ” 
of big concerns, i)r whii h the prime example w^as the Bank of 
England, w^hose polic y was iiriinfluenccd by the quest to maximise 
dividends and w^as solely governed by considerations of efficiency 
and public interest. This was a develo])mcnt to be encouraged. 
If it proceeded, as it was bidding fair to do, it would remove the 
necessity for Slate Socialism. ‘‘ There is, for instance, no so-called 
important political question so really unimportant, so irrelev'ant 
to the reorganisation of the economic' life of Great Britain, as the 
nationalisation cjf the railways.” 

Next he proceeded to policies wffierc this solution did not 
apply. 

I come next to a rrlteritm of Agenda which is particularly 
relevant to what it is urgent and desiiable to do in the ncMr future. 
We must aim at sepaiating those servi< es wliich are technically 
social from those which aic technically individual. Tlie most 
important Agenda of the State relate not to those arti\ities which 
private indi\aduals are already fulfilling, hut to those functions 
w^liich fall outside the' sphere of the individual, to those decisions 
which arc made by no one if the State does not make them. The 
important thing for Government is not to do things wdiich individuals 
are dc)ing already, and to do them a little better or a little W'orse; 
but to do those things w'hich at present are not done at all. 

He proceeded to deal wdth managed currency, and then ; 

My second example relates to Savings and Investment. I 
believe that some co-ordinated act of intelligent judgment is required 
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as to the scale on which it is desirable that the community as a whole 
shotild save, the scale on which these savings should go abroad in the 
form of foreign investments, and wheilier the present organisation of 
the investment market distributes savings along the most nationally 
productive channels. I do not think that these matters should be left 
entirely to the chances of private judgment and private profits, as 
they are at present. 

His third example concerned the need for a population policy. 

In his final section he confessed discontent with the predomin¬ 
ance of the money motive in the lives of many : 

There is nothing in these refiections whidi is s(*3i()usly incom¬ 
patible with what seems to me to be the essential characteristic of 
Capitalism, namely the dependence upon an intense* appeal to the 
money-making and money-loving instincts of individuals as the main 
motive force of the economic machine. . . . 

In Europe, or at least in some parts of Europe—but not, I 
think, in the United States of Anterica — there is a latent reaction 
somewhat widespread, against basing Society to the extemt that we 
do upon fostering, encouraging, and protecting the money-motives 
of individuals. . . . Most religions and most philosophies deprecate, 
to say the least of it, a way of life mainly influent <*d by considerations 
of personal mc>ney profit. On the other hand, most men to-day 
reject ascetic notions and do not doubt the real 'ddvant'dfres ofweahh. 
Moreover, it seems obvious to thcmi that one cannot do without the 
money-motive, and that, apart from certain admitted abttses. it 
does its job well. . . For my part, I think that Capitalism, wisely 

managed, can probably be made more efli( i(mt attaining 
economic ends than any alternative system yet in sight, but that 
in itself it is in many ways extremely objectionable. Our problem 
is to work out a social organization which shall be as efficient 
as possible wdthout offending our notions of a satisfactory w^ay 
of life. 

The next step forward must come, not from political agitation 
or premature experiments, but from thought. need by an effort 
of the mind to elucidate our own feelings. At present our sympathy 
and our judgment arc liable lo he on difTcient sides, which is a 
painful and paralysing state of mind. . . . I’here is no party in the 
world at present which appears to me to be pursuing right aims by 
right methods. Material poverty provides the incentive to change 
precisely in situations where there is very little margin for experi¬ 
ments. Material prosperity removes the incentive just when it 
might be safe to take a chance. Europe lacks the means, America 
the wall, to make a move. We need a new set of convictions which 
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$priiig naturally from a candid examination of our own inner feelings 
in relation to the outside facts 

There the matter rested. What then ? He had not yet 
thought things through. 

4 

In the second half of 1924 sterling began to rise in a sinister 
manner in the foreign-exchange market. The originating 
impulse was obscure; it may have been connected with Federal 
Reserx^c policy; America had a minor trade recession in that 
year, and the Federal Reserve system, in accordance with its now 
well-established practice, proceeded to pump in credit in order 
to stimulate trade; this may have been the initial cause of the 
weakening of the dollar against sterling. Be that as it may, there 
is no doubt about what was responsible for tl)e C(jntinuing major 
upward movement; a return to the old Gold Standard was 
definitely in the air now, and bulls were buying sterling at a 
discount in order to make a profit when the old parity should be 
re-established. The important thing to notice was that the rise 
ill sterling did not reflect a reduction in British costs or a rise in 
American prices. 

Keynes continued to hold that we should not return to the 
Gold Standard at all; as the months moved on, he seemed to be 
more and more isolated in this opinion. Even those, whose views 
on monetary policy wcic very near to his, thought that we should 
return. He was close in accord, for instance, with Mr. R, G. 
Hawlrey on the sulject of banking policy and owed much to his 
witing.- Mr, Hawtrey hoped that under cover of the Gold 
Standard international co-operatiuu in managing the value of 
money might be achieved on the lines of the resolutions of the 
Genoa Clonf'erence, in securing the adoption of which he had 
played a principal part. Reginald McKenna, now Chairman of 
the Midland Bank, Has a fervent advocate of a managed currency 
on lines similar to those desired by Kcxnes. But he too thought 
that the thing could be done under the aegis of a Gold Standard. 
In the political world even his old friend Asquith (now Lord 
Oxford) felt it necessary to pronounce in favour of a return to 
gold at a meeting of the Cambridge University Liberal Club — a 
most unkind cut! ^ Keynes was a voice in the wilderness. There 

* All quotations taken fiom the pamplilct as it finally appeared, 

^ In tlie auturnn of 1922 he held Mr. ilawtrey up to me as tlie Ix'st writer on 
currency ami credit. ^ 9th March 1925. 
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hardly seemed now to be any respectable opinion on his side. 
It was a remarkable example of courage of conviction in a good 
cause. Only seven years later the great mass of opinion had come 
over, deeming that the return in 1925 to the pre-war parity had 
been a disastrous mistake. Keynes continued his advocacy by 
speaking and writing until the bitter end. He contributed two 
important articles to the Nation on 21st February and 7th March 
1925. He caused some surprise in the latter by supporting the 
recent rise in the Bank Rate, as he deemed that the internal 
situation now justified it. This was not an inconsistency. If a 
currency is to be well managed, it does not follow that, if a rise 
in the Bank Rate was wrong in mid-1923, it was also necessarily 
wrong in 3925. On i8th March he delivered an address before 
the Commercial Goinmitlcc of the House of Commons restating 
his views. 

As the danger of the return became imminent, his interest 
naturally shifted from the superiority of a inan«igcd currency, as 
such, over a Gold Standard, to the error of re-estat)lishing the 
Gold Standard at the pre-war parity. He contributed two articles 
to the Nation (4th and i8th April) on the over-valuation of* 
sterling. It was difficult to prove the point precisely by means 
of index numbers, since, as he repeatedly pointed out, general 
index numbers of wholesale prices tend to move with the actual 
established rates of exchange and fail therefore to reflect internal 
prices and costs; but it is these latter that arc relevant wlicn we 
want to judge whether an actual rate of exchange is or is not 
at an eejuilibrium level. Keynes was on strong ground in holding 
that if the exchange was in equilibrium in mid-1924 it was certainly 
out of equilibrium in the spring of 1925, since the sterling (‘xchange 
had moved up by some 10 per cent, while British costs had not 
fallen nor American prices risen. 

The now inevitable return to the Gold Standard occ urred on 
29th April. This was a bitter disappointment to Keynes. He 
saw in it the triumph of unreasoning prejudice. On the morrow 
he made a mistake, which was perhaps due to his ever buoyant 
optimism. He clung to the hope that things could not be 
as black as they seemed. By a misunderstanding of the legal 
position, he assumed too hastily we had only half gone back to 
the Gold Standard, that we had imposed a maximum but not a 
minimum price for gold, so that the foreign exchange would still 
be free to fluctuate in a range above the old parity; he welcomed 
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this; things would not be too bad, if only an inflation developed 
in America raising prices there by the necessary 10 per cent. He 
had to make a recantation in a letter to The Times * and in the 
following issue of the Nation? 

On loth June of the preceding year (1924) Mr. Philip Snowden 
(then Chancellor of the Exchequer) had appointed a strong 
committee to advise him on the amalgamation of the Treasury 
note issue with that of the Bank of England. This committee 
consisted of Lord Bradbury, Mr, Gaspard Ferrer, Sir Otto 
Niemeyer and Professor Pigou. Keynes gave evidence on this 
technical point. Some time afterwards the committee was evid¬ 
ently asked to divert its attention to the broader issue of the return to 
the Gold Standard. In his Budget speech announcing the return, 
Mr. Churchill, who had become Chancellor, referred to the Report 
as containing a reasoned marshalling of the arguments. In fact 
the committee contented itself with a somewhat summary survey. 
It had not considered how the whole range of prices and wages 
in Britain were to be reduced, in order to bring the internal value 
of the currency into line with its enhanced external value, nor 
did it consider any of the major problems connected with the 
return. Keynes pitched iiito this report with great ferocity in an 
article in the Economic Journal? For him this was a grim moment. 
All his hopes for basing a new policy for capitalism on a managed 
currency were dashed. In view of the Chancellor’s description, 
he argued, one might have expected a weighty document, com¬ 
parable with the long chain of classic reports on British currency, 
or at least an armoury of up-to-date arguments in favour of 
old-fashioned expedients. But we find instead a few pages, 
indolent, jejune.” 

In such a case it did not occur to him that asperity should 
be reduced in order to avoid hurting feelings. The committee 
included Professor Pigou. This was not an anonymous banker, 
but his very old friend, his colleague, his teacher, his benefactor. 
He may have judged, if he pondered upon the matter, that Pro¬ 
fessor Pigou had a certain grandeur of soul wliich would enable 
him to receive such knocks in good part, if he knew^ that they were 
actuated by sincere conviction. Not all his adversaries through 
life were of such temper. It has to be recorded that all seemed 
fair to him in controversial warfare, and that he seldom paused 
to consider whether what his cause gained by the insertion of 
* 6th May 1925. ^ 9th May 1925. June 1925. 
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an expression of obloquy was enough to justify the pain that it 
might give. 

Inflation did not come in America; the Federal Reserve 
System kept business running in 1925 on a fairly even keel. To 
his horror, but not to his surprise, Keynes found that the British 
authorities were not putting in operation any plan to reduce 
costs in Britain and bring them into line with the new gold parity* 
It appeared that the first industry to suffer the full impact would 
be the coal industry, for this had a large export trade with many 
frontiers of keen competition, and wages constituted much the 
largest part of its cost of production. It was impossible for the 
coal industry to keep its export markets, save by exporting at a 
loss or by the reduction of wages. Accordingly it was decided 
that wages must be reduced, and a grave crisis threatened. 
Keynes judged that this was but the first instalment of troubles 
to come. 

He got to work and composed three articles for the Evening 
Standard — which on the whole had been sound on the gold 
question — and these he published in a pamphlet with the 
Hogarth Press (Leonard and Virginia Woolf) under the title The 
Economic Consequences of AJr, Chmchill. Once thought of, such a 
title was irresistible, if one desired one’s words to be read by as 
many as possible. It did not imply thal Keynes felt that much 
personal blame should be attached to Mr. ChurchiJI. His attack 
was dirc^ctc'd in part against popular clamour, but first and fore¬ 
most against the experts who had advised the Chancellor. This 
was made plain in the pamphlet. xSome years later Keynes wrote 
two reviews of Mr. Churchill’s The World Crisis (March 1927 and 
March 1929^ which were rcprc->duced in Essays in Biography, 
These show that Keynes had not only an intellectual appreciation 
of Mr. GhurchilFs gifts, but also a certain warmth of sympathy 
for one whose type of mind was very different from his own. We 
may quote his concluding paragraph: 

The chronicle is finished. With wliat feelings does one lay down 
Mr. Chut chill’s two-thousandth page? Gratitude to one who can 
write w^ith so much eloquence and feeling of things which aie part of 
the lives of all of us of the war generation, but w^hu h he saw and 
knew much closer and clearer. Admiration for his energies of mind 
and his intense absorption of intellectual interest and elemental 
emotion in what is for the moment the matter in hand — which is 
his best cjuality. A little envy, perhaps, for his undoubting con- 
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^ viction that frontiers, races, patriotism, even wars if need be, are 
ultimate verities for mankind, which lends for him a kind of dignity 
and even nobility to events, which for others are only a nightmare 
interlude, something to be permanently avoided. 

These words were written eleven years before the sublime apogee 
of Mr. Churchill’s great career. 

Keynes’ pamphlet was composed in his finest controversial 
style. Every sentence told. The arguments were unanswerable, 
and the reviewers, mainly hostile, could only fume and splutter. 
We had deliberately raised the external value of the currency 
by lo per cent and had not planned for adjusting internal values. 
Workers in export industries would be required to reduce their 
wages; this would be quite a reasonable proposition if there 
were any j)Ian for reducing all prices and w^ages in the country 
in similar proportion, so that the money wage reductions would 
be only nominal and not imply any loss in standards of living. If 
this was not done — and there was no plan to do it — workers 
in the export trades would suffer gratuitous hardship. Or was 
there a plan to do it ? If there was, it apparently consisted in a 
deflationary policy, which meant in essence the creation of 
sufficiently massive unemployment by the restriction of credit to 
enable one to impose wage-cuts by fouc majeure — a terrible 
process which it might take years to carry through to the bitter 
end, and one not conducive to high production or industrial 
progre‘^s in the interval. Meanwhile valued export markets would 
be lost, perhaps irretrievably. 

A year before there had been no suffic ient reason for a reduc¬ 
tion in the < oal miners’ wages. Now they were being faced with 
the alternative of such a reduction or unemployment, and it 
would not be easy lor them to find work elsewhere : 

On grounds of social jrrstire, no case can be made out for re¬ 
ducing the wages of the niiiiers. T’hey are the victims of the eco¬ 
nomic Juggernaut. They represent in the flesh the ‘‘ fundamental 
adjustments ” enginc'cred by the Treasury and the Bank of England 
to satisfy the impatience of the City fathers to bridge* the moderate 
gap ” between $p40 and $4’86. They (and others to follow) are 
the “ moderate sacrifice ” still necessary to ensure the stability of 
the gold standard. 

He put forward a constructive proposal that the Government 
should lake steps to negotiate an all round 5 per cent cut in wages 
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and salaries, subject to a guarantee that prices would fall corre¬ 
spondingly ; to secure equity as between wage and salary earners 
on the one hand and property owners on the other, he proposed 
the rough-and-ready remedy of an increase in the Income Tax by 
IS. in the pound. The economic argument of the pamphlet was sup¬ 
plemented by an important letter to The Times on 4th September. 

His words were unheeded. The coal industry was maintained 
in action by a subsidy during the winter, and the nation then 
suffered the great disaster of the Coal Strike and the General 
Strike. In the years between 1925 and 1929 Britain’s industrial 
progress was markedly less than that in other countries. 

5 

The Liberal Summer School at Cambridge no doubt expected 
to hear more about gold and coal. But he judged that his readers 
had now been surfeited with this subject, and instead he read a 
delightful pa.pcr entitled “Am I a Liberal? ” ^ This set out in 
an amusing way the dilemma of having to choose between the 
inadequacies of Conservatism and Socialism, and expressed his 
political point of view which I have alrccidy outlined.^ It may 
be of interest to quote one section of the address. Readers will 
not have forgotten that all through those crowded years Keynes 
was in intimate and daily contact with his Bloomsbury friends. 
They were, in a sense, a different world. We may remember 
their paramount interest in the subtler problems of private life. 
We can imagine their chaffing him, and saying, “ Why do you 
pcffiticians never talk about anything that really matters ? ” On 
this occasion he would take up the challenge. Among the five 
topics that should be the main concern of the Liberal Party in 
the future he included “ Sex Questions 

The questions which T group together as Sex Qiiestions have not 
been party questions in the past. But that was because they were 
never, or seldom, the subject for public discussion. All this is 
changed now. There arc no subjects about which the big general 
public is more interested ; few which arc the subject of wider dis¬ 
cussion. They are of the utmost social importance; they cannot 
help but provoke real and sincere differences of opinion. Some of 
them are deeply involved in the solution of certain economic 
questions. I cannot doubt that Sex Questions are about to enter the 

* Reprinted in Essays in Peisuasion^ ^ 93 *- ^ PP- 33 ‘^" 3 t' 
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political arena* The very crude beginnings represented by the 
Suffrage Movement were only symptoms of deeper and more im¬ 
portant issues below the surface. 

Birth Control and the use of Contraceptives, Marriage Laws, 
the treatment of sexual offences and abnormalities, the economic 
position of women, the economic position of the family, — in all these 
matters the existing state of the Law and of orthodoxy is still medi¬ 
aeval — altogether out of touch with civilised opinion and civilised 
practice and with what individuals, educated and uneducated alike, 
say to one another in private. Let no one deceive himself with the 
idea that the change of opinion on these matters is one which only 
affects a small educated class on the crust of the human boiling. 
Let no one suppose that it is the working women who are going to be 
shocked by ideas of Birth Control or of Divorc e Reform. For them 
theise things suggest new liberty, emancipation from the most 
intolerable of tyrannies. A party which would discuss these things 
openly and wisely at its meetings would discover a new" and living 
interest in the electorate - because politics would be dealing once 
more with the rnattcTS about which cvcTy one wants to know" and 
which deeply affect every one's own life. 

These cpiestions also interlock with economic issues w'liich cannot 
be evaded. Birtli Ckintrol touches on one side the libci tics of \vx)men, 
and on the oiher side the duly of the State to amcvni itsc^lf with the 
size of the; jiopulation just as much as with the size of the army or the 
amount of the Budget, dlic position of wage-earning w'omen and 
the project of the Family ^V4lgc affect not only tiu‘ status ofwxirnen, 
the first in the performance of paid work, and the second in the 
performance of unpaid woik, but also raise the wdiok^ ciU(*stion 
whether wages should be fixed by the forces c>f supply and 
demand in accordance wath the orthodox theories of laissr^-faire^ 
or w'hether wx should begin to limit the freedom of those forces by 
reference to wBat is “fair’" and “reasonable" having regard to all 
circumstances. 

There was much new^spaper cominenl on tins bold sally. 
Once again I was a member of the audience and once again I 
had the feeling that my neighbours did nc)t think that he was 
giving them, in this part of his discourse, an important plank for 
the Libera] Party platform. Twenty-five years have passed sinc e 
this oration, and much of w^hat he said, wdiich, it must be confessed, 
shocked some of those present, has passed into our common way 
of thinking.^ In this field too he was a prophet of things to come, 

^ Compare in this connection the tone and temper of the Report of the Royal 
Commission on Population (1949). 
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but the Liberal Party managers may have been wise in their 
generation in feeling that this line of thought was not well suited 
to retrieve the failing fortunes of the party. 

6 

The great production of tlie Sleeping Princess (1921) had over¬ 
strained Diaghilev’s finances, and for a time he was unable to 
carry on. His company was in temporary dissolution. In 1922 
Massine collected certain members of it, including Lopokova, and 
organised some productions at Covent Garden and later at the 
Coliseum. In the latter case the repertory included The Mas¬ 
querade, by Vera Bowen, a great friend of Lydia. In 1924 ele¬ 
ments of ballet with Lopokova were introduced into a revue 
called Tou'd be Surprised at Covent Garden; a little later she 
appeared again at the Coliseum. She also appeared in Paris in 
the Soirees deParis, organised by Comte Etienne de Beaumont, and 
Keynes got over to see some performances. Only towards the 
end of 1924 did Diaghilev reappear in London, but I.opokova 
was not of the company on that occasion. 

Meanwhile she was becoming a familiar figure in Bloomsbury. 
This was a strange new element in the circle of fiiends. They 
were delighted by the charming simplicity of her character, her 
gaiety, her jokes and sallies. Her struggles with English were 
the source of much fun in the early days. Her remark is remem¬ 
bered, I dislike being in the country^ in August, because my 
legs get so bitten by barristers 

All were struc k by her complete lark of vanity. There was 
no trace of the ain of the great ballerina. She took part in 
charades and similar amusements at 46 Gordon Scjuarc; she did 
not disdain to perform a pas dc deux with Duncan Grant, until he 
missed his footing and went spinning to the ground, and all w^as 
dissolved in helpless laughter. 

Some time during these years the great decision was taken; 
legal matters had to be settled up. 

Meanwhile there were whispers and rumours and some uneasi¬ 
ness in Cambridge among the older generation. It was known 
that Keynes had strange artistic friends, but was not this going 
rather far ? Perhaps some of the senior members at this time 
had culled most of their knowledge of the ways of London from 
their excursions there in the i89o\s. Chorus girls ” in those 
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days were not considered highly eligible for matrimony. Did the 
prefix Russian make it any better? Or did it perhaps make it 
worse ? They had not Sir Osbert Sitwell in their midst to explain 
to them about the highest achievement of twentieth-century art; 
if they had, they would probably not have believed him. There 
was distinct uneasiness. Keynes might be a great man, but 
Cambridge had its standards. 

Signor Nitti, a Liberal statesman of Italy, and a former 
Prime Minister, was due to speak at the Liberal Summer School 
of 1925. Keynes issued a formal invitation to various pundits 
of the University to a luncheon in the Combination Room of 
King’s College “ to meet Signor Nitti This was the ostensible 
purpose of the luncheon; the real purpose was to meet Lydia 
Lopokova. The old fogies might belong to the backwoods, but 
they were gentlepeople, highly trained in the art of discernment 
in such matters, and in two minutes they realised that Lydia was 
something totally different from what they had feared. All was 
well; Cambridge would be no problem; Lydia was accepted, 
and in due course won the hearts of the seniors in the University. 
Some years later I was seated next to Mrs. Alfred Marshall 
at a luncheon, and our talk turned to Keynes’ marriage. The 
best thing that Maynard ever did ”, remarked that venerable 
lady. 

The marriage took place on 4th August 1925 at the Saint 
Pancras Cential Registry Office in the presence of Dr. and Mrs. 
Keynes, Mis. A. V. Hill (his sister), Mr. Duncan Grant and Mrs, 
Harold P>owen. The married couple went off to Russia to meet 
Lydia’s relations. Keynes wrote three delightful articles on 
Russia fur the Jsaiion, He was impressed by the ‘^religious” 
quality of the Communist experiment,^ but found nothing of 
economic interest. The articles wTre published by the Hogarth 
Press under tlie title of A Short Viera of Russia. 

To the majority of people this marriage appeared to be a 
crowning episode in Keynes’ Bloomsbury life — and for a short 

^ Now that the derds are done and there h no going back, I should like to give 
Russia her chanre; to help and not to hinder. For how nuich rather, even after 
allowing for everything, if I were a Russian, would 1 contribute mv c^uota of activity 
to Soviet Russia than to Tsarist Russia < f could not subscribe to the new official 
faith any more than to the old. 1 should detest the actions of the new tyrants not 
less than those ol the old. But I should feel that my eyes were turned towards, and 
no longer away from, the possibilities of things; that out of the crueltv and stupidity 
of Old Russia nothing could ever emerge, but that beneath the cruelty and stupidity 
of the New Russia some speck of the ideal may lie hid” (p. 28). 
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time he may have thought that it would be. But it was not so in 
fact; indeed it was to prove to have been a turning away from 
Bloomsbur)^ At a deeper level Keynes probably knew this. The 
biographer must pause at the threshold and not seek to pry among 
the inner eddies of his subject’s emotions. The secrets of the 
heart must remain secret. None the less there were certain 
salient facts in this connection which the reader should know 
for a proper understanding; a certain pattern may be detected 
and an interpretation ventured. 

In his young days Keynes’ contacts with the Lytton Strachey 
circle, and above all with Lytton Strachey himself, were a source 
of joy and exhilaraticjn. The revolt, the adventure with ideas, 
the unknown territories to be explored, the finer shades of feeling, 
the wit and the endless drolleries fired his imagination and 
stimulated his thinking. Then came the broadening out into 
the wider Bloomsbury circle, in which mira( ulously the old 
atmosphere was preserved. As individuals many of the Blooms¬ 
bury friends were creative artists in the llillcst sense. As a social 
group they were essentially critical and gently mocking, not only 
vis-d-vis the outer world, but vis-d-vis one another. They kept 
some watch on Keynes, delighted with his sallies against the great 
and pompous, heart and soul wath him in his pleas for justice, 
but ready to be doulrtful when he consorted too much with Prime 
Ministers, fcaiTul lest he be tainted by the vulgarities that are apt 
to be associated with public renown. His relation with the friends 
was one of personal alfcciion; the intellectual community of 
interest w^as primarily in the world ol' letters and philosophy. 
While he interested himself in their opinions in the field of the 
visual arts and was eager to be in the vanguard of their movement, 
it remains doubtful if his inner soul drew much sustenance from 
visual beauties. 

He too, in his main life’s work so far, w'^as a critic, conducting 
his merciless onslaught on politicians and bankers. Agile and 
ever active, darting now here, now there, his rapier flashing, he 
inspired terror in a multitude of foes. His friends sharpened 
their wits against society in their drawing-rooms; he did so in a 
wider arena, while they cheered him on. There was a certain 
restlessness in his life. It is true that he focused his thoughts on 
a few fundamenlal themes, Reparations and the restoration of 
Europe, Deflation, the Gold Standard, a programme for the 
Liberal Party; but his mode of life with his journalistic enter- 
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prises, his finance, his frequent excursions into the new fields of 
political and economic controversy, was a little flurried. In 
London he was at the centre of an intellectual movement; his 
friends were fulfilling themselves, realising their capacities and 
achieving some renown individually and as a group; the atmo^ 
sphere was exciting. In Cambridge his feelings might be steadied 
by the quiet rhythm of University life, but there too there was the 
ferment of youth, and his zeal in the quest for true spirits in each 
generation did not flag. 

In the ten years to come the basic pattern was to be different. 
They were to be years, not primarily of criticism, but of creation. 
He was profoundly discontented with the current explanations 
of trade depression, he was confident that his fellow-economists 
had not thought matters through, and he set out upon the task, 
not knowing at first how great it was to prove, of clarifying the 
issues. In the event he was to create an apparatus of thought 
for analysing our economy which was to be found useful by 
economists the world over. No light task! His apparatus has 
the appearance of beautiful simplicity, it seems the merest common 
sense, but the task of devising it w^as not so simple. What Adam 
Smith wrote in the Wealth of Nations seemed lo be but common 
sense; but the world had had to wait for many generations before 
its economic affairs were sorted out and described by Adam Smith 
in a way which seemed so clear and obvious after it had been 
achieved. Keynes could not completely doff the role of critic; 
he had to give vent to barbed utterances — some thought need¬ 
lessly — against the older school oi' economists. That, however, 
was not his main work. For his constructive task, cool, steady, 
continuous effort was needed. The seed of thought had to 
germinate and grow. During such an endeavour the basic tempo 
of the soul is different. By some mysterious proc ess the thought 
gathers, forms itself, defines itself. It must be protected from too 
much dialectic and debate. Mr. D. H. Robertson's subtle 
criticisms, which in the early days proved very stimulating to 
Keynes, seemed lo become in the end an impediment to the final 
fruition of his ideas. All these fine points have their time and place. 
One is on the track of a great idea; one has almost seized it, 
but not quite; then it bursts upon one; but no, one is not at 
the goal yet; for is not this idea but one aspect of a still wider 
generalisation not yet grasped ? Creation is a subtle and precari¬ 
ous activity. The creator must be protected for the time from 
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overmuch criticism, else the impulse will die. While he never 
lost his delight in the erosive and mocking comment on life ctf 
his Bloomsbury friends, it may be that he would not have 
prospered so well had their dialectic been the main background 
to his work. 

The curve of the dancer’s leap through the air, the tracing 
and interweaving of lines by motions perfectly designed, the pose 
of the figure come to rest, every inch of it controlled and carrying 
its meaning, these beauties of the ballet arc not achieved without 
years of hard labour and experience, yet, when achieved, they are 
direct and unimpeded expression of emotion, an outflow of the 
soul into an appropriate form. There is a spontaneity, a joy of 
life, an assertion. We are far removed from the world of dialectic 
and debate, of criticism and second thoughts. The achievement 
is perfect — or perhaps it is not perfect — but it cannot be 
amended. “ Now, Lydia, if you would drop your arms a little 
more, that would express the feeling when love is on the one hand 
somewhat . . All this is of no use. Lydia’s droop of arms 
will express the finest possible shade, but it cannot be corrected 
in detail by discussion and analysis. This art achieves its purpose 
by a direct method ; there may be trial and error; but each new 
trial is a new beginning and is not guided by reasoning on its 
path. 

The emotion to be expressed is defined by the ballet itself; 
it must, in general, be a universal emotion, not idiosyncratic. 
But Lydia had a strongly individual character, to which, despite 
the rules, she gave vent, thus imparting an element of character¬ 
acting. This was not in the strict classical tradition, yet was so 
clearly inspired by the highest genius that it was allowed; the 
Diaghilev Ballet was great enough to assimilate it and was 
enhanced by it. And so the public saw this unique personality 
expressing something new and strange, something piquant and 
fascinating; those severe and hardly won techniques which the 
ballet taught were subjected to her individual creative impulse. 

She was like that in private life also. The direct expression 
of feeling, the spontaneity, the inventiveness, the gaiety, the queer, 
unusual ideas, all flowed into her speech. Her aphorisms or 
comments, amusing, wise, or perhaps shecrly fantastic, were her 
offerings to the good cheer of the company. To Keynes they were 
meat and drink; his amusement and appreciation never flagged. 
Like the others, he was an aristocrat in his tastes, caring only for 
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tibiC best; subject to that, he was catholic. Was Bloomsbury 
becommg a little stereotyped ? He at least delighted in novelty 
and freshness. His imagination was always ready to be stirred, 
even by the most absurd fancy. 

Lydia’s method was not really compatible with what were now 
the fixed habits of Bloomsbury. She might make a sally. “ Oh, 
Lydia, how fascinating; now do you suppose that ...” Here 
clearly was material for a delightful dissection, gentle mockery 
being piled on top of mockery, all in the greatest good humour; 
this should elicit some new defensive dictum, to be thrown into the 
cauldron and added to the excellent dish that was being cooked 
up, the final elucidation of all the fantastic consequences of her line 
of thought, the reduclio ad absvrdum achieved with great merriment. 
But Lydia had not the appetite for all this. She tripped on to 
another quite different comment, and another, and then, perhaps, 
relapsed into placidity, silently pursuing her own thread. This 
was frustrating to Bloomsbury; they felt cheated of their repast; 
it seemed that she must either spoil their flow of reason or be l?ft 
out of it. 

The flow did not appeal to her. The mordant irony of Vir¬ 
ginia Woolf, her mocking comment, her remorselessness in 
defining exactly how things were, weighed on Lydia’s spirits. 
She found these highbrows woefully depressing as a group. 

Keynes had already had his little problems with his different 
“ worlds ”, but indeed the gulf between the Asquiths and Blooms¬ 
bury, or between the economists and Bloomsbury, or, for that 
matter, between Lydia and either, was far less wide than that 
between Lydia and Bloomsbury. The oil and water would not 
mix, and not all Keynes’ alchemy could make them. Their 
temperament and attitude to life were utterly disparate. 

This did not involve any breach. Many of the Bloomsbury 
friends were very fond of Lydia; they continued to be good 
friends, and were constantly in and out of the house. But for 
Keynes they had now become a delightful recreation, instead 
of being the main background of his life. It was a very great 
change in his mental environment, the greatest that had occurred 
since he left Eton for Cambridge. It may be surmised that, 
apart from the obvious blessings which flow from having a wife 
whom one loves, the change was an advantage to him in the kind 
of work he had now to do, first the great creative work of the mind, 
and then his public work, in which it was expedient that he should 
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be mellow and comprehending, rather than critical and sceptical. 
For twenty years he had learnt all the tricks and twists and turns 
of the critical spirit. His education in that field was complete. 
What he now needed, when he rested from his tasks, was that 
repose which could be given by someone whose nature was 
fundamentally simple, affirmative, hopeful. All those who saw 
these two together in the years that followed will bear witness 
that his choice was triumphantly vindicated. 



CHAPTER X 


“A TREATISE ON MONEY” 

1 

T iHE year 1925 had been full of events for Keynes; they took 
place against a background of continuing work as tutor 
in Cambridge, as Editor of the Economic Journal^ as a 
financier, as Chairman of the Board of the Nation^ as Bursar of 
King’s College.^ We see him in the last-mentioned capacity in a 
deputation to the Prime Minister on 15th June 1925 to make 
representations on the eff ects on college finances of the commuta¬ 
tion of tithes — an intricate problem, Mr G. R. Y, Radcliffe 
planned that Keynes should cover the financial aspects and be 
followed by H. A. L. Fisher, then Warden of New College, who 
would deliver a well-rounded speech on the place of the two 
ancient Universities in our national life. We can imagine Mr. 
Baldwin listening to the diverse fluencies of these two great 
pundits as he smoked his pipe. 

There was also a background of thinking — or should we call 
this the main stream o(* his existence ? He had a book on hand 
in which he must dig deeper than in his recent publications. 
It must be the Keynes, this time, of the Tieatise on Probability^ 
unravelling the intrica(ics of the credit cycle. The country was 
diagging on in a condition ol industrial depression and unemploy¬ 
ment. He had proposed remedies. He had still to justify these 
by a deep analysis of the mechanism of our economic system, in 
order to satisfy himself and his economi< colleague^, and to give 
firm ground to those w^ho were minded to preat'h his doctrines. 
As his first thoughts developed, he needed a critic, and he found 
an excellent one in Mr. I). H. Robertson. They had many a long 
talk, chasing the truth. Robertson himself had a book in gestation 
on this very topic. In part it was to bring up to date certain 
ideas he had expressed in A Study of Industrial Fluctuation (1915) ; 
but he was also to break new ground on the topic of banking 
policy. His earlier work led him to hold that fluctuation was not 

* He became First Bursar in 1926, 

^71 
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wholly due to monetary policy, but also partly to shifts in certain 
broad categories of demand. He held that such moderate 
fluctuation in output as was due to these causes had the advantage 
of expediting economic progress. He agreed with Keynes that 
monetary reform was needed to check excessive fluctuation ; and he 
was in favour of currency management But if a modicum of 
fluctuation in output was to be allowed, a moderate fluctuation in 
the general price level would be a natural and desirable corollary; 
thus he did not wish price stabilisation to be applied too absolutely. 
In order to establish these points, he had to embark on an intricate 
analysis of the processes of bank lending, for which he invented his 
own vocabulary. The analysis appeared exceedingly complicated, 
perhaps more so than it really was. Keynes was never convinced on 
certain points, and also held that further thought should enable one 
to reduce the theory to much simpler terms. 

These two minds had considerable influence on each other 
at this time. Robertson inserted a generous expression in his 
introduction to his book, which appeared under the title of 
Banking Policy and the Price Level in January 1926. Robertson’s 
own thinking led liirn to stress the importance of the relation 
between saving and the demand for new capital goods. He 
analysed minutely the problems arising from the fact that the 
banks had a dual role which had to be carried out in one and the 
same act. They had to provide the right volume of circulating 
capital for industiy and the right volume of circulating medium 
for the general public (in the form of bank deposits) to maintain 
prices at an appropriate level. Both kinds of provision were made 
by extending loans of various sorts. How were these two functions 
to be harmonised? The following passage may be quoted as 
foreshadowing Keynes’ doctrine. He was referring to a saver 
who does not use his saved income for the purchase of an instru¬ 
ment of production or in making advances to productive workers. 

“ In this case he is from his own point of view saving, but is taking 
no steps to ensure the creation of capital. Unless others lake such 
steps, the effect of his action, assuming equilibrium of production 
and sale to be preserved, is that the consumption of other persons is 
increased by as much as his own consumption is diminished.” * 

* In this passage Robertson contrasts the purchase of an instrument or making 
advances to workers on the one hand, with hoarding the money on the other. He 
does not discuss whether saving necessarily leads to capital creation if the saver 
purchases securities on the Stock Exchange. Keynes later contended that in this 
case too the waste of savings, which Robertson noticed, might occur. 
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On istE Fcbniary F, Y- Edgeworth, Keyn€®^ collaborator in 
editorship of the Economic Journal died, and Keynes wrote one 
of his charming obituary notices,* Despite his early rage at 
Edgeworth’s obtuseness on the subject of index numbers,^ he had 
come to appreciate the qualities of that great man. The apprecia¬ 
tion was reciprocal. Edgeworth could not say too much in praise 
of Keynes. In old age his face was largely concealed in his beard, 
and his sunken eyes were not very expressive; but at a critical 
moment one could gauge that his feelings were overcoming him. 
One such was when, after many hours of lecturing and after 
many passages of digression with quotations fi.*om the classics and 
analogies from physics, he at last made the supply curve intersect 
the demand curve on the blackboard. One knew it was a great 
moment. He wagged his beard and muttered inaudible things 
into it. He seemed to be in a kind of ecstasy. And so it was on 
the mention of Keynes. I once told him that Keynes was staying 
in Christ Church. Ah,” he said, ‘‘ you have the pure milk of 
economics with you . . and, flinging his arms above his head, 
he proceeded with an inartic ulate eulogy. 

It is a notable fact that those who were most eminetit in 
widely different walks of life — Lytton Stiachey, Asquith, Edge- 
worth, Sir Richard Hopkins (of whom we shall hear later) — were 
not oppressed by Keynes’ minor failings — impetuosity, changes 
of view, speaking beyond his book — but were more interested in 
his qualities of greatness. 

Keynes \sas again writing at this time about Walter Bagehot; 
it was the hundredth anniversary of his bntli, and he was thus 
Edgeworth’s senior by only nineteen years! ^ And, a very differ¬ 
ent kettle of fish, he coatnbuted a re\iew of a book by Trotsky, 
of which the concluding sentences are of inteiest: ^ 

Trotsky’s book must confirm us in our conviction of the uselessness, 
the nmddle-headedness of Force at the present stage of human 
aflairs. Force would settle nothing. . . . Wc lack more than usual 
a coherent scheme of progress, a tangible ideal. All the political 
Parties alike have their origin in past ideas and not in new ideas — 
and none more conspicuously so than the Marxists. It is not 
necessary to debate the subtleties of what justifies a man in promoting 
his gospel by force ; for no one has a gospel. The next move is with 
the head, and fists must wait 

* Emmmu Journal^ Klarch 1926. Reprinted in tn Biogiaphy, 

^ Cr p 148 Abo>c * T/*« March 192b, 

* '] hr Nation^ 27lh Match 1926. Reprinted in Enays in Biography 
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Public life, meanwhile, was proceeding. On his return from 
Russia he delivered an important speech in Manchester to a 
branch of the Federation of British Industries (which had viewed 
with doubt, although not with implacable opposition, the 
impending return to the Gold Standard). He surveyed the un- 
happy situation. He preached the stimulation of new capital 
developments, a prosperity policy”, even if, in its early stages, 
it involved the loss of gold. The risk was worth taking. In the 
Nation (gth January), he reverted to his old theme of the French 
franc. The French should recognise openly that a restoration of 
the franc would unduly favour rentiers; they should stabilise the 
external value of the franc at about its existing level, using their 
gold reser%^es to support that level, and allow internal prices to 
rise into line. The French did not like this, and were particularly 
hostile to the idea of using their gold reserve. But what is a gold 
reserve for, if it is not to be used on such an occasion ? Keynes’ 
prescription accords fairly closely with what was actually done 
by Poincare later in the year. 

In February he delivered a speech in Manchester, calling for 
a working agreement between the Liberal and Labour parties. 
Only thus, he felt, could the British voters overthrow the lifeless 
regime of the Conservatives. Britain wished a progressive policy, 
but neither Paity could achieve this by itself. He knew that iheie 
were some who thought that the right solution was for the Liberal 
Party to fade out. He gave his reasons for unwillingneSsS to trust 
the Labour Party alone. But the Liberals must be careful to 
restate their policy and adapt it to the needs of the times, so as to 
appeal to a sufficient number of moderate men in the Labour 
Party, to make a working agreement possible. Later in the year 
Keynes showed his open-mindedness by giving an address to 
the Summer School of the Independent Labour Party at Lady 
Warwick’s house, Easton Lodge, in which he taxed John Wheatley 
(of the left wing) with being a Conservative ! He refused, however, to 
take the chair at a Fabian meeting — that would be going too far ! 

In more orthodox circles he was giving evidence to the Indian 
Currency Commission and the Balfour Committee on Industry 
and Trade. He was an eminent public man now, and in that 
capacity allowed his name to be put forward for the Rectorship 
of Edinburgh University in what is essentially a political contest. 
He got more votes (568) than Mr. Tawney (238), but less than 
Sir John Gilmour (1027). 
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Meanwhile the coal crisis was unresolved* The industry had 
been carried through the winter by a subsidy. The men remained 
adamant in rejecting wage reduction, and in the spring the 
disastrous coal stoppage occurred, accompanied in its first ten 
days by the General Strike. 

This led to an episode in Keynes’ career which caused him 
much pain. Two years earlier Lloyd George had had a formal 
reconciliation with Lord Oxford and the leaders of the official 
Liberal Party. No one had greater reason to distrust Lloyd 
George than Keynes; but the deed was done; what mattered 
now was the reconstruction of the Liberal Parly. It had no 
immediate prospect of accession to power, and in this phase it 
seemed to Keynes that policy was all-important, personalities 
much less so. Meanwhile Lloyd George was making good showing. 
There had been his important pronouncement in the Nation on 
the question of public works. He was supporting Keynes’ views 
on tlic Gold Standard in the House of Commons. He had a 
vigorous policy for agriculture, which w^as not altogether accept¬ 
able to the cooler heads, but displayed good intention, and now 
he had come forward and made the Liberal Summer School an 
ofler of' money to finance an independent committee of experts 
who should formulate a programme of industrial policy for the 
Liberal Party. He had solemnly undertaken that he would use 
no veto, nor intcifere in any way with the impartial findings of 
the committee, so that the Summer School could feci that its 
indepenclenc e was not jeopardised; but he asked to be allowed 
to take part in its deliberations. 

Liberals of all complexions agreed that the Gericral Strike 
was not within the limits of constitutional action, that it must be 
defeated and that it must be made plain that any repetition was 
doomed to failure. But there could be shades in one’s attitude 
to the strikers. According to one school of thought, all negotiations 
should be entirely held up until ‘‘ unconditional surrender ” had 
been secured. The wisdom of such a formula as unconditional 
surrender ” has been queried by men of judgment, even when 
applied to a nation that was giving its solid support to Hitler and 
his gang. If it was open to reasonable doubt in such a case, how 
much more so when applied to millions of fellow^-countrymcn 
acting according to their lights. Others thought that negotiations 
should continue in some form, on the basis of a return to the status 
quo before the strike began and of letting bygones be bygones. 



^76 JOHN MAYNARD KEYNES 

No less a person than the Archbishop of Canterbury organised 
a movement to influence opinion in this sense* We have seen 
that Keynes thought that there was no case in equity for requiring 
of the miners a reduction of wages, save as part of a treaty for 
a nation-wide reduction of money incomes, which would bring 
about a proportionate reduction in the cost of living. There was 
no prospect that, if the miners agreed to a reduction, the other 
reductions would follow; thus these men, who work in hard 
conditions, were being asked to make a one*sided sacrifice in 
their own living in order to satisfy the predilection of the financial 
pundits for the old gold parity. If the miners were in the right, 
what should one say of all the millions who came out on sympa¬ 
thetic strike ? One might say that they were altogether in the 
wrong, but one would not be at all inclined to treat them as 
near-criminals. The breakdown in the negotiations had come 
suddenly. There had not been much time for cool thinking. 
The strikers were not revolutionaries, and were actuated by the 
motive of loyalty which is normally deemed praiseworthy. 
Consequently Keynes found himself on the same side as the 
Archbishop of Canterbury 1 And so did Lloyd George, an article 
from whose pen, written in this sense, appeared in an American 
newspaper on the first day of the strike. 

On May 26th, when all was over, and the men, other than 
the mine-workers, were back at work, a letter from Lord Oxford 
to Lloyd George w'as published. He took him to task in a dignified 
and definite manner for having refused an invitation to attend 
the Liberal Shadow^ Cabinet at its second meeting during the 
strike on grounds of dissent from certain statements (on the lines 
of ‘‘ unconditional surrender ”) that had been made by Liberal 
leaders since the previous meeting. Lord Oxford included a 
reference to the American article. Lloyd George’s reply was 
published at the same time; while protesting against the adminis¬ 
tration of the rebuke, in the language of one who thought con¬ 
sideration due to him, he defended himself in what was on the 
whole a conciliatory style. The Maiion of 29th May carried a 
leader entitled “ Lord Oxford’s Blunder ” and a note affirming 
that Lloyd George was “ triumphantly and unmistakeably in the 
right ”. It made the case for Lloyd George’s general attitude, 
and argued that, even if it was wrong, it was not so manifestly 
illiberal as to call for ostracism. The Nation erred perhaps in not 
in the first instance taking the charge of failing to attend the 



A TRIATISB ON MONEY 377 

Shadow Cabinet more seriomiy. This was no doubt what mainly 
actuated Lord Oxford, since the refusal had the appearance of a 
monkey trick, a manoeuvre to secure freedom to adapt his line 
according to the success or failure of the General Strike, and to do 
so without the co-operation of, or in opposition to, his Party 
colleagues. The General Strike was a grave crisis in the history 
of the nation, and Lord Oxford judged that such a manoeuvre 
was beyond the pale of right conduct in a colleague. 

The Jsfation received a mass of letters and defended its attitude 
in the following week. Keynes was in no way responsible for 
editorial policy and did not feel committed to opinions expressed 
by the paper. On this occasion it would have been possible 
for him, having regard to his long intimacy with Lord Oxford, 
to have lain low — but it would have been utterly unlike him. 
Accordingly on the 19th June he wrote a letter to the Nation 
expressing his view. Liberals who were supporting I.ord Oxford 
in this crisis made much of Lloyd George’s past record — his 
treatment of the Liberal Party at the Coupon Election of 1918, 
his policy at the Paris Peace Conference and his use of the Black 
and Tans in Ireland. Keynes took the point that all these matters 
had nothing whatever to do with the case. They should have 
been examined, weighed and judged at the time of the reunion 
of the orthodox Liberals with the Lloyd George elements two 
years before. If it was a question of rejecting Lloyd George from 
the innermost councils of the Parly now, that must be on the 
basis of what he had done since reunion, and Keynes was unable 
to find sufficient cause for such a drastic measure. He also hinted 
that, hoM^ever highly one might regard Lord Oxford himself, one 
could not have a great opinion of many who were near him in 
the councils of the Party. Lord Oxford took this inteivention 
much amiss, and they did not meet again. 

In the complicated negotiations that followed, the elements 
in the House of Commons on which Lloyd George could lely 
were paradoxically those of the right wing of Liberalism, who 
had supported him in Coalition days and weie prepared to be 
loyal, although they hated his action during the General Strike. 
Many who were !oy<U to Lord Oxford were further to the left, 
some calling themselves radicals. Among the rank and file in 
the country the division was somewhat different, since Lloyd 
George’s energetic bid for a completely new programme was 
appealing to progressive forces. The Asquithians pleaded that 
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Lord Oxford himself was perfectly ready to support most radical 
proposals, when convinced of their soundness; but among others 
there was a feeling that he no longer had the energy to go forth 
and get people together or to insist, with all the drive that was 
needed, on having an up-to-date programme formulated and 
adopted. 

Keynes was staying with me some months later on the occasion 
of a speech at the Oxford Union. He explained that he divided 
Liberals into two categories, the “ true ’’ Liberals and the “ real 
Liberals. The ‘‘ true ” Liberals were men of high character, 
personal loyalty and unblemished record ; they adhered unflinch¬ 
ingly to the old doctrines even, and not least, when it required 
courage to do so; they could be relied on unfailingly. The 
‘‘ real ” Liberals were more concerned with the future than the 
past and regarded personal questions as for the time being of 
secondary consideration; what they wanted above all was to 
have Liberalism applied to the existing situation, to have a new 
programme — it being the essence of Liberalism to adapt itself to 
changing circumstances — and to overcome, not after a passage of 
many years, but here and now, the crying evil of unemployment. 
He had to admit that he was a “ real ’’ Liberal. 

Later, when we were alone together, he told me that it was 
with great grief and a sense of leal personal loss that he had found 
himself divided from Lord Oxford and his family. As time w^ent 
by, after Lord Oxford^s death, he came once more to be on 
friendly and even aflectionale terms with Margot Oxford, and 
other members of the family allowed this painful episode to be 
forgotten. 

Immediately after the letter to the Nation he went off to a 
lecture engagement in Berlin, where he spoke on The End of 
Laissez-Faire^ Dr. Moritz Bonn has told me that he went up 
to Keynes after the lecture and remarked that it was not necessary 
for him to have given that lecture in Berlin, since there in Germany 
they had never had anything remotely resembling the system of 
laissez-faire as he had described it. Keynes also gave a lecture 
on the General Strike. It was extremely difficult to explain to 
the astonished Germans that this had not been a symptom of 
revolution or sedition, but an example of loyal and w^ell-disciplined 
Trade Union members doing their duty. Nor, he added, was 
the collapse mainly due to a stern assertion of authority by the 

* Cf. p. 354 above. 
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State, but rather to the fact that the strikers had had time to 
think, and to reach the conclusion independently that what they 
were now doing went beyond the rules of that game which, as 
loyal Trade Unionists, they felt bound to play. 

2 

On 13th November 1926 Keynes published an article in the 
Nation on the Lancashire cotton trade; his remarks were confined 
to the American section of the spinning industry. Coal had been 
the first spectacular victim of the return to the Gold Standard; 
it was natural that his mind should turn to the industry which 
was next hardest hit, cotton. His main contention was that 
the practice of organised short time was a great mistake. He 
surmised that it sprang from a belief in Lancashire that the 
depression, which it had been experiencing for some six years, 
was transitiouaJ, a post-war maladjustment due to the disturbed 
condition of world markets. Keynes furnished figures to show 
that the world market was no longer in a depressed condition ; 
from a world point of view the cotton trade was making normal 
progress; he cited the production of cotton piece-goods and the 
consumption of raw cotton; these were not declining; it was 
only Britain’s share that was declining. The recipe of organised 
short lime was injurious, because it increased overhead costs and 
thereby damaged Britain’s power to compete. Lancashire would 
become involved in a vicious circle, since the more her sales 
contracted, the shorter the time required, and consequently the 
higher her costs would mount and the more rapid her loss of 
markets w^ould be. Keynes went so far as to say that the rate 
at which she was losing business was only governed by the rate 
at which it was possible for her competitors to create additional 
spindle capacity. 

The mishandling of currency and credit by the Bank of England 
since the war, the stiff-neckedness of the coal owners, the apparently 
suicidal behaviour of tlie leaders of Lancashire, raise the question of 
the suitability and adaptability of our Business Men to the modern 
age of mingled progress and retrogression. What has happened to 
them — the class in which a generation or two generations ago we 
could take a just and worthy pride ? Are they too old or too obstin¬ 
ate ? Or what ? Is it that too many of them have risen not on their 
own legs, but on the shoulders of their fathers and grandfathers? 
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Of the coal owners all these suggestions may be true. But what of 
our Lancashire lads, England's pride for shrewdness ? What have 
they to say for themselves ? 

This issue of the Nation was dated 13th November, but so 
rapid was the reaction of Lancashire, that the evening papers of 
12th November carried many columns of rejoinders from various 
eminent cotton men. A hornets’ nest had been stirred. The 
comment w^as naturally hostile. What did this theorist know about 
the practical issues ? 

Such was the immediate press reaction. But on 16th November 
the ManckeUer Guardian carried the information that the Short 
Time Committee of the Federation of Master Cotton Spinners 
Associations had invited Keynes to come to Manchester. This 
was indeed astonishing news. That these shrewd practical men 
of long experience, hardened individualists, proud of their com¬ 
plete mastery of their own business, should invite an academic 
personage, on the strength of an a pnon attack on thei"* procedure, 
to come to discuss matters with them was a portent. In the 
Manchester Guardian of 19th November it was learnt that Keynes 
had accepted the invitation and was due at a meeting in Man¬ 
chester on 22nd November. The promptness of his reply and his 
courage in being willing to appear in person were much appreci¬ 
ated. Lancashire was greatly intrigued. There seemed to be a 
sporting element in this encounter; but the gravity of the matter 
to be discussed was recognised; the livelihood of thousands and 
the survival of Britain’s greatest industry were at stake. 

News soon came that responsibility for the meeting had been 
transferred from the Short Time Committee to the General 
Committee of the Federation. The discussion was private, but a 
communique was issued, Keynes had to explain himself on two 
points. He had never suggested that the recipe of short time 
was a mistake, when first adopted, namely in the depression 
following 1920. It was a reasonable remedy for what then seemed 
to be a transitional phase. The mistake had been to prolong the 
remedy after trade had recovered everywhere save in Britain. 
Nor had he implied, as comment had suggested, that the mills 
should all have worked lull time; he agreed that that would 
have led to gross overproduction. Some other remedy should be 
sought. He advised some kind of compulsory cartel, to be enforced 
by the Federation and the Banks. This should adopt a system 
of transferable quotas, so that production might be concentrated 
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in the most efficient mills. This cartel should be followed by the 
organisation of holding companies which should provide finance 
for modernisation and secure a rearrangement of the use of 
capacity. 

Another article appeared in the Nation * to tidy up his pro¬ 
posals. He prophesied that short time would not last much 
longer. Actually it was terminated three weeks later, on the 
ground that lack of discipline had begun to make it ineffective. 
Admirers of Keynes might like to claim that he had killed short 
time. It is probable that its disadvantages had already become 
manifest and that its demise at this date contained an element 
of coincidence. It is possible, however^ that Keynes* forthright 
attack precipitated action that would otherwise have been delayed. 

There the matter might have rested, but for the existence of 
a Committee in Lancashire which had been formed to organise 
an American Cotton Yarn Association, The leaders felt that 
Keynes might be of assistance and made contact. On loth 
December came the news that he had authorised the following 
statement: 

Mr. Keynes has expressed the view that the proposed Cotton 
Yarn Association is capable of modification and development in 
such a way as to achieve some of the objects which he had in view in 
suggesting a caitel, A meeting is being arranged between him and 
members of the Committee which is promoting the Association. 

This meeting took place in London on iGth December and another 
article appeared in the Nation of 23rd December. 

It is not clear that what had been in the mind of the Committee 
was very close to the thought of Keynes. His enthusiasm was 
aroused, however, by the positive attitude of its members and their 
sense of the urgent need for action. A start might be made and 
the Association developed on sound lines. In the Nation article 
he enumerated certain points. The Association proposed to have 
a sanction to secure compliance — this was important.^ Secondly, 
Keynes strongly supported the proposal that members should 
furnish prompt and complete statistics. Then came the question 
of price fixing. Keynes stressed the importance that prices fixed 
should be protective minima, to prevent weak cut-throat selling, 


* 27 th November, 

* The method proposed was the assignment of £i shares, a shilling to be paid up, 
with a right to call upon the remainder in the event of non-compliance. 
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and not satisfactory prices. Then there was the project of quotas 
of output for each distinct section of the trade. The Association 
was to have a small capital and Keynes saw therein the possibility 
of working out a scheme of co-operative credit by which fresh 
working capital might be found. He thought the Association 
would provide a framework within which more fully developed 
cartel arrangements and amalgamations could be gradually 
organised, and adjured the banks to support it. 

On 4th January 1927 Keynes addressed a large meeting in 
Manchester, organised by the Committee, with Lord Colwyn in 
the chair. A motion was put forward in support of the proposed 
Association, and carried with but one dissenter. The following 
notice appeared in the Manchester City Mews of 8th January 1927 : 

Mr. J. M. Keynes is a famous economist. Whenever he rises to 
speak upon a specified subject he can be relied upon to provide new 
views and new or hitherto unsuspected economic facts. They may 
or may not be capable of contradiction; but at least he raises a 
controversy that compels attention to, and examination of, all sides 
of the given subject. His incursion into cotton was wholly un¬ 
expected. It says much for his personality and his rapacity that he 
should have caused such a flutter in the dove-cote. His original 
attack — it was an attack — was necessarily received with much 
criticism and hostility, it naturally being supposed that those inside 
the cotton trade knew their own business best. At tlie same time 
Mr. Keynes’s articles were read for what they were worth. In them 
was found a directness that was stimulating and a knowledge of 
cotton that was most provoking to cotton traders. . . . 

Mr. Keynes has an interesting presence. Of medium height fin 
fact, he was a tall man], dark, with a high forehead and deep-set 
eyes, when he stood up to address the meeting he immediately 
obtained close attention. His hands thrust into the pockets of his 
open jacket, he was not so much an aggressive figure as of rock-like 
steadiness. He had calmness and poise. He lacked afl'ectation, 
and he had a message to impart — the truth of which he did not 
for a moment doubt. He spoke rapidly, but in a clear and cultured 
voice, making his points with admirable directness. In precise and 
direct tones he began swiftly to annihilate the various opposing 
schools of thought; and representatives of every business section 
listened intently to what he had to say. 

It reciuired courage thus to beard the lions in their den; cour¬ 
age to say that the banks were professional paralytics, and that 
the ignorance with which Lancashire carried on its trade was 
horrible. . . . 
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Ib the course of this speech Keynes dealt rather fully with the 
proposed solution of widespread bankruptcy. Apart from the 
fact that this was likely to be a very slow and painful process, 
especially in view of the reluctance of the banks to take drastic 
action, he had a further criticism of the bankruptcy solution, 
where there was admittedly excess capacity. By itself it did 
not remove the capacity; the mills of bankrupt firms would still 
produce. ‘‘ If the Devil were left to take the hindmost, he would 
take everyone in turn , . . when the Devil look the hindmost 
what he did was to promote him to the top.’’ Bankruptcy might 
play a useful part in weeding out the inefficient in an industry 
that was on the whole expanding, but he did not believe that 
it provided a solution where the industry was due to have a 
contraction. 

This conclusion, which was the fruit of careful thought about 
the problems of Lancashire, was to influence his thought in a 
wider sphere. It may be set alongside an opinion which he 
expressed about this time that schemes for organised contractiop 
of the production of raw materials during a transition were not 
always to be condemned.* It does not follow that he approved of 
the cartclistic tendencies in British industries in the forms which 
they actually took in the inter-war period, for he emphasised 
that the primary objective in a contracting industry should be 
to concentrate production in the most cflicient units. He had 
the awkward problem of reconciling the view that cartels and 
rationalisation ” schemes were sometimes desirable with the 
traditional Liberal policy of hostility to monopoly in all its forms. 
Many years later this considered opinion was to make itself felt 
in the Anglo-American discussions during the Second World War. 
While whole-heartedly working with the Americans upon schemes 
lor removing currency restrictions and for expanding international 
trade on a multilateral basis, he could not subscribe to the full 
doctrine that pure competition would provide the right answer 
in every case. This was not an inconsistency, but intellectual 
honesty. He was not insincere in his advocacy of the greater 
freedom to be obtained through such agencies as the International 
Monetary Fund and the International Trade Organisation; that 
did not mean that some central organisation of an industry was 
in all cases undesirable; it was a question of reconciling these 

* Article in the Xation on ** Control of Raw Materials by Governments ”, istth 
June 1936. 
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two objectives, not necessarily mutually inconsistent^ and each 
justified by the needs of the modem world. 

In the following months the Association came into being. It 
was claimed that the membership was some 75 per cent of the 
American section. During 1927 markets fell away; while 75 per 
cent might be sufficient for the achievement of objectives in good 
times, it was probably not so when trade was bad, for non¬ 
members took advantage of their freedom and the prices sustained 
by the Association, leaving members to bear the full brunt of 
reduced orders. Fears began to be entertained that the Associa¬ 
tion would not win through. On 27th August an article by Keynes 
appeared in the Nation sternly rebuking those who refused to 
come into the Association. “ I should like to ofl'er a small prize 
for the best name to describe those who, in spite of the perilous 
position of a great industry to which they themselves belong, steal 
the advantages without joining in the subscription.’’ He hinted 
that there was a case for coercion by legislation. If not, there 
should be coercion by public opinion, and it is evident that the 
Banks could do a good deal if they chose 

An official attempt was made to enlarge the membership at a 
rally in the Manchester Town Hall on 6th September, the Lord 
Mayor of Manchester himself presiding. Keynes was the principal 
speaker. I feel myself here to-day in a very delicate ancl unenvi¬ 
able position. I am not a cotton man. I am not a professional 
orator. The problem before us is a very broad one, where there 
is no need of the subtleties of an economist. 1 have nothing 
novel or sensational to propound to you. I am just an individual, 
bold enough, or foolish enough, to offer myself up for sacrifice, 
and in that spirit I hope you will accept me.” He made an 
urgent plea for the suppe^rt of the Association, and also proposed 
that there should be ‘‘ what I might term an unofficial Royal 
Commission ” to recommend action by the industry. 

His plea was in vain and the Association had to abandon its 
main activities. Keynes wrote a bitter article in the Nation of 
19th November: 

I have paid several visits to Manchester in the past year in 
conditions where 1 have had exceptional opportunities of hearing 
opinions from all quarters; and I have always come away with a 
feeling of intense pessimism. I am not surprised at the breakdown 
of die loyal efforts which have been made with so much ability and 
good temper by Mr. Lincoln Tattersall and his efficient directors of 
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dto Yam Association and Mr. John Ryan, their Secretary. There is 
something desperately discouraging — insensitive, stale, unadaptable 
— in the atmosphere of Lancashire to^^day towards any constructive 
effort — an atmosphere which is more ominous in my opinion than 
the statistical facts of the industry. It is hardly an exaggeration to 
say that the efforts of the Yarn Association have been watched even 
in more or less impartial quarters with a cuiious, half malicious 
hostility, which would scarcely be deserved even if the Association’s 
ideas were intellectually misguided. 

The reformers did not give up their efforts, and Keynes was 
always ready with his advice. In these years he devoted a con¬ 
siderable time to studying the intricacies of the cotton trade and 
conferring with the reformers. Keynes had always had tlie idea 
that the banks should intervene, a proposal most unacceptable 
both to the producers and the banks themselves ! It turned out, 
however, that the next move w^as to come from that side. Keynes 
had many talks with his old friend Reginald McKenna, then 
Chairman of the Midland Bank; unhappily at this period thfc 
Midland Bank was not on terms of closest co-opeiation with the 
Bank of England. Finally Mr. Montagu Norman’s interest was 
aroused and the Bank of England decided to give aid. This time 
an attempt was to be made, not through a cartel, but through a 
large-scale amalgamation. Under the aegis of the Bank of England 
the Lancashire Cotton Corporation came into existence at the 
beginning of 1929, wath the puqiose of acquiring about onc-third 
of the spindles in the American section. The capacity of w^eaker 
firms was to be bought up, and where they weie unwilling legal 
proceedings were to be instituted by the banks. The Corporation 
itself was to concentrate output upon efficient units and aim at 
low cost production, which should set the rest of the indus¬ 
try on its toes. Keynes gave the project his blessing and had 
a word of unqualified praise ” for Mr. Montagu Norman’s 
inteivention.’ 

Keynes continued to follow^ the fortunes of the Corporation for 
some years. It had a difficult task. Apart from the inheient 
intractability of its problems, there were deep personal questions, 
issues of power politics, which were beyond the range of Keynes’ 
cognisance and ability to judge. Subsequent developments lie 
outside our story; the impetus which Keynes gave was a distinct, 


* The Nation, and Fcbuiar^' 1929. 
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although inevitably limited, contribution to the slow and painful 
process of readjustment. 

3 

It took Keynes five years to write A Treatise on Money, The 
history^ of his life in this period is principally the history of the 
inner workings of his mind. This intellectual task was accom¬ 
plished against the usual background of many varied duties, 
including that of keeping the public well informed on the progress 
of reparations, the return to the Gold Standard and his other 
special subjects. But, apart from his continuing interest in the pro¬ 
gramme of the Liberal Party, his interventions in public life were 
less important during this period, especially in the years 1927-29. 
On marriage he acquired the lease of a house, called lilton, a 
few hundred yards away iVom Charleston ; it had once been 
the property of the Keynes family. Later (in 1937) he also 
rented 300 acres (increased to 570), and secured the services of 
Mr, Logan Thomson, who had been working on the King’s College 
farms in Lincolnshire, to farm it; and, by the rule that he could 
not touch lightly on any subject without becoming deeply involved 
and cx}>ert in it, his farming activities at Tilton came, as the years 
went by, to be one of his major interests. From the time of his 
marriage he went to Tilton during vacations, while during term 
he spent the middle of the week in London and long week-ends in 
King’s College. 

Although Lydia often came to Cambridge, these were essen¬ 
tially bachelor week-ends. It was not until 1937 that he acquired 
a flat in Cambridge (opposite the Arts Theatre),^ which constituted 
a permanent pied-d-terre for Lydia. During these week-ends he 
immersed himself in all the affairs of the College. In the narrative 
that follows the reader should remember that Keynes’ work in 
King’s was continuing and constituted an important part of his 
active life. 

We have seen that in the days before and after the first war 
he regarded the prospect of being a regular college don as too 
limited, and was anxious to establish strong links with London, 
There was also the converse side of this case When his position 
in London as a financier and journalist was well established, he 
was equally anxious not to sever his connections with King’s, 
On the contrary, his roots there grew ever deeper and firmer. 

* Sec rh. ii^ 3. 
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His heavy work for King’s was not merely a duty; as a source 
of private gain it had ceased to count; in 1920 he had become a 
Supernumerary Fellow without dividend. He continued with 
his labours for the College because they were a source of sheer 
joy and delight to him. 

He used to philosophise about the matter sometimes. He held 
that one could find greater satisfaction in the affairs of what he 
called a closed system in which one knew every detail about 
the personalities and modes of procedure, than in a larger organ¬ 
ism. College business was more interesting than University 
business, and University business more interesting than national 
affairs. What would he say of international affairs ? It may be 
that it was because he was able to import into the Anglo-American 
discussions (1941-6) on reconstruction an element of intimacy, 
because he eventually achieved a relation of real friendship with 
the American spokesmen, so that the international committees 
acquired something of the flavour of a college meeting, where 
everyone knew the character of the others well and understood 
each other's jokes, that he achieved the success he did. It was 
partly his fear that American notions would unduly formalise the 
international institutions and make these intimate mutual under¬ 
standings impossible that led to his acute distress at the Savannah 
meeting in 1946.^ 

In the course of years his authority at King’s naturally grew. 
Not that worldly fame counts for much in a university ; he would 
remain a “ nonentity *' there until his work in the place justified 
a different status. That work he did. 

It was natural then that as Bursar in charge of successive and 
far-reaching alterations in College financial policy, and in the seeking 
of the ‘‘ unusual powers ” without which they would have been 
virtually unworkable, he should have had his colleagues behind him ; 
or that when he proposed amendments or motions in his own name 
as an individual Fellow, he was likely to carry the day. To the 
younger progressives, there was to hand an older authoritative 
progressive, on whose ideas they could hardly improve: with the 
older Fellows knowledge of the man and the logic of the argument 
prevailed over inherent apprehensions.^ 

His cognisance of College policy was by no means confined to 
bursarial matters. His love of detail was relentless and he kept 

* See below, ch. xv, i. 

* Contribution by H. G. Durnford (p. 17), John Maynard Keynes^ 1883-1^46, 
Fellow and Bunar^ a Ahnmr, Publ. Ring’s College, Cambridge. 3s. 6d. 
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track of every development. There were new building plah$; 
there were new Fellowship elections. The latter were of no little 
moment for the well-being of the College. His versatility enabled 
him to play an unusually influential part in these elections. 
Normally an elector reports within his special field and assesses 
the reports of others on those competing outside it. Keynes 
was frequently able to base his judgment on the first-hand in*^ 
spection of a candidate’s work far outside the field of economics. 
When the Fellows were elected he soon became their friend. 

He sat amongst them in his hour of relaxation in the Combination 
Room after dinner, playing patience and accessible to all. Since 
there were many — and the expansionist in him always wished that 
there were more — the variety of his discussions would have tired a 
noimal man who had been working on his ‘‘big stuff” almost all 
day. He had a great, an almost incredible power, of switch, from an 
abstruse economic point to the fine interpretation of a Statute or an 
estate matter, and he produced his opinion on the dot mthotit taking 
his eye oiff the cards. ^ 

In the Bursary, despite the growth of capital, he kept everything 
under his hand. Nothing was too small for his personal attention 
— the repair of a cottage or the personal problems of a tithe 
payer who was in arrears for £io. He sorted his correspondence 
himself, not allowing others to open his letters, and kept the 
bundles in his favourite porcupine clips on his own plan. Thus 
overhead costs were kept low. 

Business barometers did not prove to be of much importance 
in his investment policy. He selected investments with great care 
and boldly adhered to what he had chosen through evil days. 

By 1924 he had already concentrated in one fund, which was 
called the Chest, various balances which represented past savings 
and accumulations over the disposal of which the College had 
complete discretion. These amounted to about ;£‘3o,ooo. Unlike 
the original endowments of the College, and trusts constituted since 
its foundation, this ‘‘ free money ” could be invested in ordinary 
shares. Keynes took advantage of this discretion, and by the 
time of his death capital appreciation on the original ^^30,000 
amounted to about ^380,000. This figure includes nothing for 
unspent income, and in fact the income of the Chest had been 
very largely spent as it was earned during Keynes’ Bursarship 

* H. (». Durnford, thd p. i6. 
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m. sach Ihiitgg as improvements to College boiJdings and repay¬ 
ments of loans incurred in erecting new College buildings. It 
was out of tbe income of the Chest that the College was able to 
make donations of £1000 to the Cambridge Preservation Society in 
connection with the preservation of the Grantchester Meadows, 
of /^500 to the same Society for the preservation of the Gog Magog 
tiills and of ^{^looo to a Newnham College building fund. The 
improvement which Keynes brought about in the value of the 
College capital was achieved entirely on capital account. Indeed, 
he always emphasised the importance of finding a wise use for 
current income, and showed his contempt for unnecessary miserli¬ 
ness by referring to some other Colleges as savings banks 
What has come to be called an “ active investment policy ’’ has, 
after a considerable time-lag, been adopted by a number of other 
Colleges and similar institutions. We shall see that Keynes was 
himself able to introduce the principle at Eton much later. 

In 1920 he had considerably increased the College income, 
at a time when it was most needful to do iSfo, by selling land. 
Later this policy was reversed^ and he became deeply interested 
in the problems of a landlord. The interest thus acquired in 
farming questions may have led him to take over the land at 
Tilton; his personal experience and his College experience in 
farming interacted. 

Keynes was a Bursar long before he became a farmer. 1 do not 
think that he would ever have become a farmer but for the agri¬ 
cultural depression which set in about 1928 and compelled the 
College to set about farming some of its own land in Lincolnshire, 
bought only recently, lest worse befell. Here indeed was something 
new. If the dead Bursars may havx turned slightly in their graves 
when the College sold half its land in t920, they must have rolled 
right over at this latest development. But Keynes turned to his now 
flourishing Chest and persuaded the College to stock and nurse back 
the land. There was something expiatory in this. It was perhaps as 
far as Keynes was ever called to go in his relations with the College 
to retrieve a situation of his own choosing which had become rather 
desperate. Now he asked them to ride out the storm. 

Thus it was that the Bursar who had hitherto judged farms and 
farmers by their showing in Valuers’ reports or in the College 
accounts, began to go several better than his predecessors in his 
nearer acquaintance with the land. On his visits there was no¬ 
thing perfunctory or superficial or merely social. Inappropriately 
dressed — the familiar blue serge and brow^n shoes — he was to be 
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seen in his new element, in labourers’ cottages or studying the points 
of stock or attending pig sales on the College farms. When he had 
mastered the dietetics of pigs, he began breeding them privately. 
His dairy herd soon followed. His contact with men of the soil 
seemed at that time to have a wider repercussion. It was as if some¬ 
thing which had been latent now burgeoned and that he was glad 
of it — a something of additional softness in his relations with men of 
ordinary but genuine mould. From now on it was a pleasuie to him 
rather than a duty to sit next to a tenant at the College Audit feast. 
They could talk each other’s language. He supported a motion to 
hang the portrait of a grand old yeoman of 50 years’ tenure in the 
Combination Rooms - at the same time he was preaching that bad 
pictures, no matter of how great past dignitaries, should go forthwith 
from prominence to some passage or room wheie they might no 
more be publicly seen. 

He enjoyed seeing about the place College servants who, if they 
were of no great value, had become traditional or were venerable to 
look on. He was sad to see the peacock and its octogenarian keeper, 
who had started life as a groom to some previous Provost, pass finally 
from the Courts and lawns. As warden of the Pension Fund he 
relished exhibiting mock depression over the longevity of certain of 
the sturdier pensioners. Alas that his actuarial optimism over the 
increasing span of human life should have been belied in his own 
case.* 

All this zealous activity not only redounded to the interest 
of King’s and to his own personal satisfaction, but also had a 
subtle influence on his attitude in public life. His administrative 
triumph in the first war had been on an exalted plane, where he 
could operate by convincing a small number of highly intellectual 
Treasury officials by good arguments. Now he had to cope with 
dons, who can be extremely obstinate and pernickety, with bailiffs, 
with farmers, with servants. By patient contriving, and after 
overcoming many obstacles and suffering frustrations, he saw' his 
various projects come to fruition. Pie became philosophical 
about minor set-backs. The continuity in the development of 
his work over so many years had an integrating effect upon his 
character. When he turned back in the second war to the 
storms and stresses of public life, he was more patient, more 
forbearing — in fine, mellower. 

Meanwhile there was another kind of life proceeding at 46 
Gordon Square, which also had its continuity. Bloomsbury still 

* H G Diirnford, rbtd p. iB 
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frequented the house; with some of them Lydia achieved a happy 
intimacy. The circle tended to widen: it Was reinforced by 
Lydia’s friends and her capacity for new friendships; it remained 
predominantly artistic in tone. Individual politicians, financiers, 
economists might come to the great parties, but were conscious 
of not belonging to the nucleus. 

Keynes was fond of giving parties, large and small. There 
continued to be charades and similar forms of entertainment. 
There was one great occasion when some of the Boutique Faniasque 
was performed and Maynard and Lydia did the can-can dancers 
together, I enquired of one who saw it whether he excelled in 
the role of ballet dancer also ; the reply was that at least he did it 
with great energy 

A favourite item was Lydia’s rendering of Victorian songs to 
the acc ompaniment of Mr. Basil Maine at the piano. Nothing 
could have been more to Bloomsbury’s taste than listening to the 
luscious sentiments of the songs, while nurturing an ironic sense 
of their absurdity; each new extravagance heightened the enjoy¬ 
ment . Infinitely agreeable! Lydia fully appreciated the grotesque 
quality of the ballads, but in a slightly different way, a Russian 
way. She went a little further than any member of Bloomsbury 
could have succeeded in doing towards entering into their spirit. 
At moments there was a full-throated quality in her emotion. 
Bloomsbury found it not only absurd but also fiibulous that these 
moods and sentiments could have been seriously regarded as an 
appropriate expression of true feeling, implying that they too 
had their emotions, but on a different plane. It was evident 
enough that Lydia also found the ballads rather ludicrous — but 
was not life like that ? Was not life itself absurd ? This kind of 
emotion was a matter for amusement, yet it was an essential part 
of life and it had its charm and its meanings Wc may ask ourselves 
which was the deeper comment on those ballads. Bloomsbury fully 
appreciated that her interpretation was subtly different from their 
own, and this made the performance all the more enjoyable. It was 
an extra flavour added to the dish. And Lydia’s art was perfect. 

Maynard was the impresario. He busied himself finding the 
music; he knew where it was and \shat he wanted. He laid it 
out caressingly on the piano and bade Basil Maine proceed. He 
retired to his chair and stretched out his legs. On liis face was 
an expression of benignant pleasure, a hint of a smile, and just 
a faint hint too of possessiveness. See what I am providing for 
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you! And what was his interpretation? Did he too lose his 
detachment? Did that man of rapier-like intellect travel away 
into a strange country where the sentimental, while remaining 
absurd, acquired a certain reality and beauty ? Such an experi¬ 
ence was not beyond his range. 

This social activity at Gordon Square, which also had con¬ 
tinuity and development, may be ret'koned an ingredient in 
Keynes’ life no less imf>ortant than his work at King’s College or 
his campaigns to influence public opinion. His feeling for things 
artistic was maturing; he was educating himself all the while. 
When he made his great broadcast on the Arts Council in 1945,* 
a wide public felt that his words were inspired and that he spoke 
from a deep understanding of the subject. They began to think 
of him as cast for the role of leadership in the encouiagement 
and dissemination of the arts in this austere post-war Britain. 
He was something more than an economist; he had a vision of 
what the good life should be. His address was entirely different 
from that of a man of ready fluency speaking some well-chosen 
words appropriate to the subject. Such understanding cannot 
be achieved save by a slow process of evolution. He threw 
himself with his wonted zest into appreciating the thoughts and 
feelings of his artistic filends. This was an abiding interest; it 
was an integral part of his total activity, and without it his spirit 
would have languished. 

4 

During 1927 the Liberal Committee was making progress with 
Britain's Industrial Future^ commonly known afterwards as the 
“ Liberal Yellow Book Keynes was an active member of the 
Committee, which often met for a week-end at Lloyd George’s 
country home (Churt). This book was a much weightier docu¬ 
ment than is usually produced by a political party; it might 
almost be said to be a treatise on political science, written in 
popular style. It has often since been used as a text-book in 
universities, and been widely studied as affording the best extant 
programme of action for those who seek the middle way; its 
ideas have been freely adopted by the parties on cither wing. 

Keynes’ contributions were of central importance. He was 
able to get endorsement for his ideas on currency management, 
the stimulation of domestic investment programmes, a public 
* See rb Ml, 4, below. 
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mvestmcnt board, which watdd ako have regard to the scale of 
foreign investments, an economic General Staff, greater publicity » 
for the finance of companies, and the encouragement of the semi- 
public concern as an agency of industrial operation intermediate 
between the state and private enterprise* While all sections of 
the book were the product of co-operative work and the committees 
played their usual role of amending texts line by line, it may be 
said that Keynes was primarily responsible for the composition 
of Book II The Organisation of Business ”) and of Book V, 
chapters i8 and 19 Currency and Banking and the Reform of the 
National Accounts’’), The Yellow Book appeared in January £928. 

He ventilated some of the proposals embodied in Book II at the 
Liberal Summer School (Cambridge) in July 1927* The subject 
was a tricky one. On the one hand he sought to develop the idea, 
which he had outlined three years earlier in The End of Laissez- 
Faire^ that many large-scale undertakings were already semi- 
socialised in the sense that they paid little regard to maximising 
profit and thought mainly of the efficient discharge of a public 
service. He was in favour, too, of “ rationalisation as in the 
case of cotton, where there was excess capacity; cartels and trade 
associations had a useful part to play in the organisation of indus¬ 
try. On the other hand there was the evil of monopoly, against 
which Liberals above all were anxious to be on their guard. How 
reconcile these apparently conflicting objectives i His main 
solution for this problem was in publicity. In the case of firms 
above a certain size the State should have special rights of enquiry 
into the details of their finance. 

He engaged in a certain amount of skirmishing. In Nov¬ 
ember we find him hitting hard in. his best polemic style against 
the Labour Party’s proposal for a surtax At the begin¬ 
ning of 1928 we find him writing, at Moyd George’s request, a 
confidential forecast of likely economic developments during 1928 
for his guidance as a politician. 

During 1927 he was much worried about Britain’s external 
balance — a tiny foretaste of what was to come eighteen years 
later -- and he feared that we were increasing our long-term 
investments abroad largely at the expense of our net liquid 
position. He wrote an important article on this subject for the 

* I’hb was to be a special lav on unearned income and is not to be confused with 
the super-tax, which had already been in existence since 1909 and was at that time, 
to make confusion wwse confounded (deliberately?), re-christened surtax. See 
Evening Standard, aand November 1927. 
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Ec^mffdc JoumalJ He was following policy of the Fed<Jral 
Reserve System closely and was in correspondence with Mr* 
Bullock, among others, of the Hiirvard Economic Scr\>ice. 

In January 1928 his old friend Lord Oxford died and he 
wrote a notice in the Nation^ In March we find him delighting 
Winchester schoolboys by an essay on a future, not, he judged, 
so far distant, when the economic problem would be solved.*^ In 
the Easter Vacation he went with Lydia to see her relations in 
Leningrad. 

Britain was at this time preparing to reabsorb the Currency 
notes, first issued by the Treasury in 1914, in the Bank of England. 
Keynes was disturbed at the official conservatism, which deemed 
it important to lock up much of the country’s gold reserve as a 
backing for her notes. This was based on obsolete ideas. C'ontrol 
of the monetary system was now essentially control of credit; the 
legal restriction of the note issue would operate far too late, if 
considered as a check upon inflation ; tying up the gold in this 
way might impede its use for its proper purpose of evening out 
discrepancies in the international balance of trade. Meanwhile 
the other nations of Europe were being encouraged, in the sup¬ 
posed interests of the efficient working of the Gold Standard, to 
have legal reserve requirements against their note issues. This 
served to intensify the shortage of gold in the world, which was 
already apparent and tending to maintain deflationary influences. 
On his way back from Leningrad, Keynes had talks with Melchior 
and Dr* Schacht on this subject, and found that they agreed with 
his views; back in England he wrote of this to Sir Richard 
Hopkins, who had become the fountain-head of Treasury policy, 
and gave him a stern warning. He wrote a long article for The 
Times on this topic,and a note in the Economic Journal."^ Mean¬ 
while, across the Channel the French were recognising a fail 
accompli by formal stabilisation of the franc. Keynes’ prediction 
had come true. 

It is interesting to compaic the several fortunes of France and 
Great Britain over the post-war period. In Great Britain our 

^ “The British Balancr of Trade 1^25-19:27 ”, Ecommu Journal, December 1927. 
Sec also note in Ecorumiic Journal^ March 1928. 

* 25th February 192B. This was reprinted in E^m^t tn Biography. 

3 Of. p. 399 below. 4 12th May 1928, 

s June 1928. See also his article in the Nation^ 19th January 1929, on the task 
set the Finante Committee of the League of Nations of assessing the adequacy of 
world gold stocks. 
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authoritie$ have never talked such rubbish as their French colleagues 
or offended so grossly against all sound principles of finance. But ‘ 
Great Britain has come out of the transitional period with the weight 
of the war debt aggravated, her obligations to the United States un¬ 
abated, and deflationary finance still in the ascendant, with the heavy 
burden of taxes appropriate to the former and a million unemployed 
as the outcome of the latter. France, on the other hand, has written 
down her internal war debt by four-fifths, and has persuaded her 
Allies to let her off more than half of her external debt; and now 
she is avoiding the sacrifices of deflation. Yet she has contrived to 
do this without the slightest loss of reputation for conservative finance 
and capitalist principles. The Bank of France emerges much 
stronger than the Bank of England; and everyone still feels that 
France is the last stronghold of tenacious saving and the rentier 
mentality. Assuredly it does not pay to be good. 

Perhaps we deserve what we have got. France has abandoned 
principle and consistency alike; but she has always refused sacrifices 
which were avoidable and has obeyed in the end the teachings of 
experience. We in England have not submitted either to the warn¬ 
ings of theory or to the pressure of facts, obstinately obedient to 
conventions. I 

He was continuing to advocate a policy of capital spending 
on public account.^ During the winter the Liberal Party wiis 
preparing for the General Election expected in the following 
spring. The Liberal Committee in Cambridge invited Keynes 
to stand as a Liberal for the University, and their invitation was 
supported by a personal plea from Sir Herbert Samuel. Keynes 
did not feel that this w^ould be a wise course for him. In March 
the Liberals issued a pamphlet entitled We Can Conquer Unemploy^ 
ment, which gave the specific details of a Keynesian programme 
of public works and pledged the Party to carry it through. Keynes 
wrote articles in the Evening Standaid ^ in support of Lloyd George, 
and finally issued a pamphlet in conjunction w^ith Mr, Hubert 
Henderson entitled Can Lloyd Geoige Do The answer was 
naturally in the affirmative. The pamphlet was hailed as a 
model of lucid persuasion, Keynes composed it himself, but 
embodied large (extracts from the fine leaders which Mr. Hender¬ 
son had written in the Nation on this subject. Keynes also 
presented himself to a crowded meeting of business men at the 

^ The MitioTi, 30th June 1923. 

^ CX aiticlc on “ llow to Orgamst a Wave ot Prosperity", Eventfig Standard^ 
31st July 192O. ’ 19th Match and 19th Apul 1929. 
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Cknuon Street Hotel to be cross-'questiemed on the fiitaitce ctf the 
proposals for conquering unemployment. Mr. A. M. Asquith 
(Lord Oxford’s son) was in the chair. One question and answer 
may be quoted. 

Q,. Has Mr. Keynes’ opinion of Mr. Lloyd George’s character 
changed since 1918? Does he stand by his Ecommte Conse¬ 
quences of the Peace and hold that all the trouble is the fault 
of Mr. Lloyd George as the autiior of the peace ^ 

A The difference between me and some other people is that I 
oppose Mr. Lloyd George when he is wrong and support him 
when he is right. 

This reply was received with loud applause * 

In alarm at the gathering support of Lloyd George, the Govern¬ 
ment took the unprecedented step of replying to his proposals in 
a White Paper. This consisted of memoranda by Ministers over 
their initials and an unsigned memorandum entitled Memo¬ 
randum Prepared by the Treasury under the Direction of the 
Chancellor of the Exchequer on the Financial Effect of a Develop¬ 
ment Loan Programme The Nation ^ carried a leader entitled 

A New Sort of White Paper ”, while Keynes in his own contri¬ 
bution dealt w 4 th the points of substance in it. 

Alas, the hopes of the Liberals were dashed, and only 59 
members were returned. This really marked the end of Keynes’ 
active public life as a party politician. He was a member of 
a brilliant dining-club, consisting mainly of politicians, not all 
from one party, and also of men eminent in other professions. 
It was a place of good talk and pleasant intimacy, more worldly 
in tone than the Bloomsbury gatherings in which he usually 
found recreation. He made a bet with Mr. Winston Churchill 
on the outcome of the election, the consequence of which was 
the transfer of f20 from the pocket of Mr. Churchill to his. 
While it may be interesting to record that our hero’s forecast of 
the election result was more accurate than that of Mr. Churchill, 
it is disappointing to find that on the same event he lost /^i6o to 
the Stock Exchange. 

Amid these excitements Keynes found time to write an 
article on “The Economic Chaos of Europe, 1919-1922 ” for a 
publication entitled The Universal History of the World? Of 

* Manchfsler Guardian, 29th May 1929. * i8th May 1929. 

® Published by the Amalgamated Press, Ltd 
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gpreatar importance was his article in the Ecitmmic Journal on the 
German transfer problem.* This led to a controversy with Pro* * 
fessor Ohlin which ran through the following issuesj M. Rueff 
also contributing. Keynes argued against Ohlin that the burden 
of such a payment was not measured by the cash involved, but 
was augmented by the effect of the payment in turning the terms 
of trade against the paying country. He was interested in this 
problem not only on account of Germany, but because the argu¬ 
ments were relevant to the effects of undertaking foreign invest¬ 
ments upon a country’s standard of living. I was reminded of 
Macaulay’s letter, which wc had discussed seven years before. 
He contributed an article to the Nation ^ on the report of the Young 
Committee on a reparations plan to supersede the Dawes plan. 

I am not sure, therefore, that the Young scheme, regarded 
from a limited technical standpoint, is worth the pains it has 
cost.” But he threw out the hope that there was just a possibility 
that the Bank for International Settlements might provide the 
nucleus “ for the Super-National Currency Authority which will 
be necessary if the world is ever to enjoy a rational monetary 
system 

In the summer of 1929 he was able to get abroad to Geneva, 
where he gave some lectures to the League of Nations Summer 
School. At this time he was honoured by being made a Fellow 
of the British Academy. Somewhat later in the year honours 
came to him entailing more onerous duties. On 4th November 
Mr. Snowden, the Labour Chancellor of the Exchequer, announced 
the appointment of a Committee of Enquiry into Finance and 
Industry, with Lord Macmillan in the chair. Keynes was a 
member. On 22nd January 1930 the Prime Minister announced 
his decision to set up an Economic Advisory Council as a standing 
body to report to the Cabinet on economic policy. Keynes was a 
member of this also. Mr. Henderson was appointed to its staff, 
which involved his giving up the editorship of the Nation. He was 
succeeded by Mr. Wright; but a year later this paper, which had 
never achieved solvency, was amalgamated with the New Statesman. 
Keynes came on to the board of the joint paper, and he was 
delighted to welcome Mr, Kingsley Martin as its Editor; his 
connection with it, however, was much less intimate than that 
with the Nation, and, as the years went on, he fell out of sympathy 
with its policy. 

* March 195^9. 


15th June 1929. 
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At this time he lost two dear friends, one of the older generation, 
0 - P. Sanger, who evoked memories of McTaggart and the early 
days of his membership of the Society, and one of the younger, 
Frank Ramsey, who, more than any others of the post-war vintage, 
seemed to embody the intellectual and personal ideals that were 
cherished in Cambridge at the opening of the century. Keynes 
contributed an appreciation of Sanger to The Times * and obituary 
notices of both to the Economic JournaL^ A longer notice of Ramsey 
was included in Essays in Biography, 

Meanwhile a momentous event had occurred, heavy with 
doom. The collapse of the Stock Exchange in Wall Street not 
only ruined many Americans; it sent out ripples over the wide 
world, which did not presently subside, but seemed to grow and 
gather, as time passed, into mighty waves. The bodies politic and 
economic of all nations experienced their fury, and there were 
few events in the following decade which may not be in some part 
attributed to them, including the rise of the Nazis to power and 
the Second World War. Altogether new problems were presented 
to the contriver of economic welfare. In particular the failure 
of the Federal Reserve System to check the gathering depression 
made some monetary reformers wonder whether a wascly managed 
Central Bank c ould be as potent for good as they had hoped. 

It was to take time, however, or the full tragedy to develop ; 
still longer for the mmd to grasp its implications. In England 
experts were slow to diagnose the situation, and many were happy 
to attribute the evils which began to come upon us in 1930 to the 
incompetence of a Labour Government. Keynes, however, was 
quick to see what was happening. On May loth 1930 he was 
writing in the Nation : 

The fact is — a fact not yet recognised by the great public — 
that we are now in the depths of a ver) severe international slump, 
a slump which will take its place in histoiy amongst the most acute 
ever experienced. It will require not merely passive movements of 
bank rates to lift us out of a depression of this order, but a very active 
and determined policy 

He was extremely busy all through this year, as a member of the 
Macmillan Committee and Economic Advisory Council, endeav¬ 
ouring to guide the nation. 

The gathering gloom of the national and world economic 
situation was relieved by various pleasant events of a more 

* 22nd February 1930. ^ March 1930. 
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personal character. In the summer he went off to give a lecture 
in Madrid) and, in order to lift his audience Out of the prevailing ? 
depression, he took up the thread of his discourse to the Winchester 
schoolboys and delivered the address which he afterwards pub¬ 
lished in Essays in Persuasion^ entitled ‘‘ Economic Possibilities for 
Our Grandchildren * Another important lecture at this time was 
that delivered On the Ludwig Mond Foundation at the University 
of Manchester,2 on “ The Advisability of Methods other than 
High Wages as a Means of Improving the Conditions of the 
Working Class ; he felt that an increase in social services 
rather than a rise of wages should be the next step in advance. 
Most important of his contributions during this year was his 
article in the September issue of the Svenska Handelsbanken Index 
on the future of the rate of interest. He had become convinced 
that the time was ripe for a large and permanent reduction 
throughout the world. This was to be the basis of all his future 
thinking on economic policy; it also determined his investment 
policy on his own behalf and that of the institutions which he 
advised. 

Another pleasant event was the announcement in the autumn 
by the Arts llieatrc Club of nine performances to take place in 
December, starring Lydia Lopokova in A Masque of Poehy and 
Music, On her marriage Lydia did not completely give up 
dancing. She was appearing in Diaghilev's Ballet in the November 
season, 1925, and again from time to time in the June-July 
season of 1926 — she danced in La Boutique on the last night. 
In 1927 she appeared once only, at a gala performance in 
honour of the King of Spain (July 15th). It was impossible to 
reconcile full membership of the Diaghilcv company with her 
new^ way of life. A professional must never relax, <ind she would 
have had to wander round the world. Who knows whether, if 
the Vic-Wells Ballet had been in existence and reached some 
maturity, she would not have continued with full-time dancing in 
London ? But the profession was an extremely laborious one, and 
her soul may have craved for some rest. She continued with her 
exercises. I well remember staying at Tilton in those days* 
There were great thuds and the house shook. What could be 
happening ? It was too continuous for an earthquake, too violent 
for the pumping of water or other domestic machinery. I came 

* This also apijcaml in thr Nation of iith and i8th Orlobcr 1930. 

^ 7th November 1930, 
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out of my bedroom in alarm. It was Lydia doing her 
at the top of the staircase. 

While Lydia threw herself fully into all her wifely duties, got 
to know Maynard’s friends in his different worlds ”, partook 
in the gaieties, or sat silent in contented placidity listening to 
endless conversation with economists, Keynes had the thought that 
she needed some more positive interest of her own, and at one 
period a tentative idea began to take shape that she might find 
her way on to the legitimate English stage. She was an excellent 
character actress. Language was the main difficulty, since she 
continued to have a distinctly foreign accent. Out of the charades 
and other nonsense at the parties at Gordon Square something a 
little more serious began to emerge. English poetry was sometimes 
recited. Keynes took infinite pains to coach her in pronunciation 
and scholarly rendering, 

Lydia’s friend, Mrs. Harold Bowen, issued a piece of paste¬ 
board inviting her friends to an At Home on the 9th July 1926, 
consisting of a supper at 1 1 p.m. “ followed at midnight by a 
Tragedy This was UAmom afncain by Prosper Merimec, with 
Lydia in the principal part. Keynes was much excited; he 
announced that Lydia was about to speak her ‘‘ first words on 
the English stage There was a hint that this evening might 
lead to great developments. But the performance, although 
enjoyable, did not proceed cjuite as it should. It was a hot eve¬ 
ning ; the craftsmanship of the inakc-up was imperfect; a large 
false nose worn by Mr. Steven Runciman began to melt and had 
to be cast into the wings; other noses followed. Lydia was dis¬ 
solved in laughter, and, when it came to her “ first words ”, she 
was unable for the moment to proceed. 

It was in Dadie Rylands’ rooms at Cambridge that a per¬ 
formance of Comus was first given, with Rylands and Lydia in 
the principal parts. This was repeated at an exceptionally grand 
party one evening in Gordon Square. Lydia had also played in 
Calderon’s Lifers a Dieam at the Cambridge A.D.C. — her first 
appearance as an actress before a general audience. ** Her 
performance will remain an exquisite memory for those who 
have seen it. The precision and point of her gestures, the 
lithe grace with which every syllable of a delicate voice was 
subtly accentuated by her whole attitude, are things that deserve 
to be rescued from devouring Time.” ^ Later she appeared at 
* Cambridge Daily News^ 5th No\embcr 1929 
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tlie A.D.G. in A L^defs Complaint. This and Cmus and some other 
pieces^ including Dances on a Scotch Theme^ were in the Arts Theatre 
Club programme. ** Producer: George Rylands. Ballets com¬ 
posed by Frederick Ashton. Music arranged and composed by 
Constant Lambert.” The audiences had the feeling that they were 
witnessing something rare and exquisite, graceful and gossamer. 
Her delicate but lively acting seemed almost to overcome the defects 
of her English diction. Might she not go forward ? 

Another interesting event in 1930 was the first performance 
of the Carnargo Ballet Society. A large dinner was given in 
February to inaugurate the Society, at which Lydia proposed 
the toast of ^^The Guests”. A letter from Mr. Bernard Shaw 
denouncing the party was read aloud : 

These people are idiots in business . the notion that a dinner 
can act as a bend-oO' to a ballet season unless they can make the Lord 
Mayoi drunk enough to dance a horn-pipe on the table among the 
nut-shells is beyond my patience. Intimate the same as violently as 
you can. 

Lydia joined the committee— although she never loved the work. 

The first Carnargo Society production was in October at the 
Cambridge Theatre in London. liydia did not perform but made 
a graceful speech from the stage, declaring that this was the birth 
of the British Ballet, The Society planned to give some four 
productions each year. 

Early in 1931 it undeiwent a financial crisis and — inevitable 
development — Keynes was asked to take on the treasurership. 
This he did, and, although there were successive crises, solvency 
was maintained, and at the end of four }ears, when the Society 
ceased to undeitake production, valuable assets as well as profits 
were handed over to the Vic-AVells Ballet, which was now forging 
ahead. Once an official, Keynes characteristically' took a great 
interest in every detail. Mr. Montagu Nathan, the Secretary, 
recalls an oc c asiou when a performer insisted that her name should 
be “ billed ” at the top of the list. What had he better do ? The 
obvious thing was to consult Keynes. Should they set up a stand¬ 
ing Billing Committee ” ? Or should they leave it to the cast 
to settle these matters among themselves ? “ That will be all 

right,” Keynes replied, if you will provide the ambulance.” 

Among the productions of the Carnargo Society it is proper 
to mention that of Joh by Geoffrey Keynes, Maynard^ brother. 
He had now become a surgeon of the first rank; but he too had 

2 t> 
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time for many things and, among his various literary interests, had 
made himself our foremost Blake scholar. It occurred to him 
that Blake’s conceptions would form a good setting for a ballet. 
The decor was executed by the artist Gwen Raverat {nde Darwin, 
Mrs. Geoffrey Keynes’ sister and a friend of the Keyneses from 
early years), the music was by Vaughan Williams ^ and the choreo¬ 
graphy by Ninette de Valois. Job was subsequently produced 
again by the Vic-Wells Ballet. 

The final effort of Camargo consisted in two gala perform¬ 
ances at Covent Garden, on 27th and 29th June 1933, in honour 
of the World Economic Conference which was taking place at 
that time, and in the presence of the Queen and other Royalties, 
Lydia performed in Coppelia, 

Keynes’ efforts to help the arts were not confined to the ballet. 
Ever since the Degas sale (1917) he had gone from strength to 
strength as a private collector; he spent much time at sales, con¬ 
centrating, on the whole, on modern French work. He acquired 
important paintings and drawings by Cezanne, Seurat, Derain, 
Picasso. At his death his collection was valued at £31,419. 

He was responsible for the formation of the London Artists 
Association. I’he idea of this was to provide a regular annual 
income ior painters of merit who had not yet achieved sufficient 
renowm to be free from money worries. It also organised one-man 
shows or mixed exhibitions. If the proceeds exceeded the guaran¬ 
teed income of members, they obtained the benefit. Keynes 
himself contributed to the guarantee fund, and also roped in 
Mr. Hindley Smith, Mr. Leo Myers the writer, who was a familiar 
figure in Bloomsbury, and Mr. Samuel Courtauld. The last- 
mentioned was a great friend of Keynes ; they had many interests 
in common, not only in the patronage of the arts, but also in 
economic matters, sharing as they did a progressive outlook, a 
belief in the virtues of private initiative, and an acceptance of the 
fac t that the State would have to play a much larger part in the 
general guidance of the national economy. 

5 

A Treatise on Money appeared in two volumes in December 
1930. This great work embodied Keynes’ gathered learning and 
wisdom on the subject of money, which was pre-eminently his 

* A cousin of the Darwins, 
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own special field. It is rightly called a treatise. It comprises 
definitions, classifications, long passages of theoretical an^ysis, 
historical retrospect, statistical calculations relating to the recent 
period, and practical recommendations. In part it was the fruit 
of his thinking in the last five years, but it was more than this, 
for he had deliberately tried to bring together in these volumes 
the whole of his wider experience and knowledge in this field. 
It was the work of a lifetime, not of five years only. It is his 
most mature work. There is no doubt that, when he wrote it, he 
hoped that it would remain for long a standard treatise on the 
subject. It is written in a style appropriate to that view — lucid, 
sober, judicial. Although there are many amusing touches and his 
imagination occasionally took flight, as in his famous chapter oH 
Auri Sacra Fames ”, on the whole he eschewed polemic and wrote 
in the weighty and dignified manner of an assured master of his 
subject. The passages which are critical of the work of others 
have an unwonted suavity. He let his considered words stand 
with all the weight that was given to them by his unrivalled 
experience and intellectual power. 

This treatise has had bad liu k. Since it was published it has 
been much less widely read than he would have supposed when 
he wiote it. Keynes’ thought about money had two dimensions. 
He was always widening his scope and bringing more phenomena 
into relation with his central doctrines; in this respect the 
Treatise is comprehensive. At the same time those doctrines were 
undergoing a continuous evolution. From this point of view the 
book could not give a whole picture of his thought, but only a 
cross-section of it as it happened to be in 1930. It had not ceased 
its movement at that date, and indeed never did until he died. It 
was really impossible for such a man to write a definitive treatise. 
There is, however, something to be said for the view^ that the 
student of the future, if he had to choose among Keynes’ works, 
would get the best picture of his total contribution to economics 
in the Treatise. It is not his last word on his central theme, but 
it supports that theme by a whole host of characteristic views 
about all the details of the complex subject of money which are 
only to be found in this volume. The General Theory of Employ¬ 
ment ^ Interest and Money^ wdiich he published six years later, carried 
his thought forward and was concerned not only with money but 
with wider economic problems, and it adopted a wholly new 
terminology. 
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The appearance of the General Theory greatly milttated 
agaimt the reading of the Treatise, Few have time to read two 
large works by the same author which cover partly the same 
ground. Everyone wished to learn his latest thought and not 
something that was already superseded. The attack in the 
General Theory on certain economic doctnnes which he outside 
the technical field of money gave it an interest to a wider public. 
Age-old theories were being overthrown, so it was said ; that was 
an exciting matter. Finally, since both sets of terminology were 
difficult to understand, many readers, including many serious 
students, felt dismayed at the idea of reading both books, since 
they feared getting thereby into a terminological muddle beyond 
repair. The fact remains that the future student who wishes to 
get the full measure of Keynes’ importance and influence as an 
economist will not do so unless he leads the Inaitse. 

No attempt will be made heie to summaiise its contents since 
that would mean covering the whole field of money in all its rich 
detail. The book does not lend itself to summary, as its author 
does not waste words. Attention will be confined to the central 
point of doctrine, which he claimed to be a novelty, and to the 
practical proposals. 

The central doctrine rested upon a distinction between what 
he called Investment, the meaning of which is equivalent to what 
is usually called capital outlay, on the one hand, and Saving on 
the other. The decisions to undertake capital outlay are made 
by one vast class of people in the community and the decisions 
to save by another. Saving provides the wherewithal of capital 
outlay, and the old doctrine undoubtedly has it that the savings 
of individuals wnll normally find their w’ay into capital outlay, 
so that the total volume of capital outlay will be equal to that of 
saving. Keynes held that these two need not be equal, that if 
Investment was running ahead of Saving, conditions of boom 
or inflation would supervene, while, conversely, if Saving was 
running ahead of Investment there would be depression and 
unemployment. 

An objector might raise the point that the old school did not 
necessarily hold that all saving would flow into capital outlay, 
since some of it may be put away in a stocking. If this was done, 
saving would exceed capita] outlay. It was Keynes’ contention, 
which was both a novelty and source of endless confusion among 
commentators, that a tendency for saving to exceed investment 



47 ] 


A TREATISE ON MONEY 405 

iiad nothing whatever to do with people putting money into a 
stocking or even with their leaving it idle in a banking account. 
Saving might exceed investment even if all savers immediately 
invested their money in industrial securities, and investment 
might exceed saving even if a great many savers were putting 
their money into stockings. 

That sounds surprising. For a demonstration of the proposi¬ 
tion readers must go to the Treatise. After it was published 
there were many who, thinking that they were expounding the 
wisdom of Keynes himself, explained how savings might run to 
waste by people putting them into a stocking or holding them idle 
at tlie bank instead of investing them. All that, right or wrong, 
had nothing whatever to do with Keynes’ doctrine. In his view, 
the total of investment and the total of savings were respectively 
the effects of the decisions of different groups of people and 
there was nothing to bring them into line. If investment exceeded 
saving, we should have an inflationary tendency, and conversely. 
Here was a conclusion which, if correct, had an immediate 
bearing on practice. If the community was suffering from 
depression and unemployment, this must be due to an excess 
of saving and it would be expedient to encourage investment or 
discourage saving; and again conversely. This opened up quite 
new hues of thought. Hitherto the economist, as such, had tended 
to encourage economy and thiift in all circumstances. If Keynes’ 
doctrine was correct, it was most desirable to do so in times of 
incipient inflation — but not at all times. On the contrary, in 
times of depression and unemployment it was desirable to en¬ 
courage spending and lavishness. This clearly implied a radical 
change of outlook. It was of no little relevance in 1930, when the 
world was suffering from unprecedented depression and unemploy¬ 
ment. The uld-fiishioned reaction to hard times — and depression 
was certainly a form of hard times — was an increased dose of 
virtue, namely, more thrift and economy. This was the attitude 
which the authorities were still likely to take, and did take shortly 
after the book was published. If Keynes’ analysis was correct, 
this was bound to intensify the depression and make matters worse. 

Wc must pursue the analysis further. If investment was 
running ahead of saving, prices would tend to rise, and again 
conversely. This must be briefly explained. Money income is 
earned by those who produce consumer goods and those who 
produce capital goods. Only the former goods come forward 
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for purchase by consumers. If all who earned money spent all 
they had, savings then being nil, all the money earned, whether 
from the production of consumer goods or that of capital goods, 
would be applied to the purchase of consumer goods; thus more 
money would be applied in their purchase than had been earned 
in their production and their prices would rise accordingly, 
standing above their costs of production by an amount equal to 
the whole cost of the capital goods. The same would be true, in 
less degree, if all earners together spent more in sum total than 
what had been earned in the production of consumer goods, 
which would mean that they saved less than the cost of the invest¬ 
ment goods. This is more clearly seen in the case of war, where 
production of the sinews of war is analogous to the production of 
capital goods, since those who produce them earn money, but 
no corresponding set of goods comes on to the market for them to 
spend their earnings on. When there is over-saving, prices fall, 
and the excess savings of the thrifty, instead of finding vent in 
capital outlay, merely serve — by bringing about a fall of prices — 
to enlarge the consumption of those less thrifty. 

Thus thrift may be a virtue or a vice according to whether 
the society is tending towards inflation or depression and unem¬ 
ployment, Broadly through history Keynes did not think that 
thrift had been the major virtue. 

It has been usual to think of the accumulated wealth of the world 
as having been painfully built up out of that voluntary abstinence of 
individuals from the immediate enjoyment of (onsumption, which we 
call Thrift. But it should lie obvious that mere abstinence is not 
enc^ugh by itself to build cities or dram fens. The abstinence of 
individuals need not inciease accumulated wealth ; - it may serve 
instead to increase the current consumption of othei individuals. 
Thus the thrift of a man may lead either to an increase of capital- 
wealth or to consumers getting better value for their money. There 
IS no telling which, until we have examined another economic factor. 

Namely, Enterprise. It is enterprise which builds and improves 
the world’s possessions. Now, just as the fruits of thrift may go to 
provide cither capital accumulation or an enhanced value of money- 
income for the consumer, so the outgoings of enterprise may be found 
either out of thrift or at the expense of the consumption of the average 
consumer. Worse still; -- not only may thrift exist without enter¬ 
prise, but as soon as thrift gets ahead of entei prise, it positively dis¬ 
courages the recovery of enterprise and sets up a \icious circle by its 
adverse effect on profits. If Enterprise is afoot, wealth accumulates 
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whatever may be happening to Thrift; and if Enterprise is asleep, 
wealth decays whatever Thrift may be doing. 

Thus, Thrift may be the handmaid and nurse of Enterprise. 
But equally she may not. And, perhaps, even usually she is not. 
For enterprise is connected with thrift not directly but at one remove ; 
and the link which should join them is frequently missing. For the 
engine which drives Enterprise is not Thrift, but Profit. 

This analysis, in its broadest terms, was not very difficult to 
grasp, and has since been widely understood throughout the 
world. I believe that most people understand the terminology 
of the Treatise better than that of the General Theory^ the idea of 
investment running ahead of savings or savings running ahead of 
investment being readily intelligible, and also their application 
to practice. It is necessary, however, that we should dwell on 
the definitions of saving and investment more carefully. There 
are, unhappily, pitfalls. The plain man may raise the question, 
What happens to the savings ? If they are put in a stocking he 
can understand that; but he is expressly told that that was not 
what Keynes meant and that a depression would occur even if the 
excess savings were invested in industrial securities. Where do 
these excess savings get to f 

Now it has to be admitted that in the pure Iwok-keeping sense, 
from the point of view of one who keeps the national accounts, 
total capiti'il outlay must be equal to total savings. This is the 
standpoint adopted by Keynes himself in the later volume. He 
recognised this book-keeping truism in the earlier volume also, 
and he came to the idea of a possible divergence between the total 
volume of investment and the total volume of savings bv providing 
a rather fanciful definition of saving. Or is it the book-keeping 
definition that is really fanciful ? He excluded from saving what 
may be called excess profit and did not deduct from it business 
losses. Excess profit is defined as such profit as causes the producer 
to increase output, and loss is defined as the difference between 
what he actually gets and what he would have to get in order to 
make him willing not to decrease output; if loss in this sense 
occurs, he decreases his operations in the next round. Thus if we 
add excess profit to saving, we get the book-keeping identity that 
investment is equal to saving, and if we deduct realised loss from 
saving the remainder is equal to investment. Keynes’ reason for 
segregating this particular item of income (or loss) is that it is the 
dynamic element which causes the economy to move towards 
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expansion and inOation on the one hand or depression and 
deflation on the other. It seems qnitc reasonable to distinguish 
between savings which arise in the ordinary prudent conduct of 
business life by an individual or a company and those savings 
which arc windfall, unexpected, and the result of a disequilibrium 
in the economy. The notion of a discrepancy between the volume 
of investment and the volume of savings undertaken from ordi¬ 
nary motives in the ordinary way may be defended as valid and 
valuable; to those interested in book-keeping it can be pointed 
out that the deficiency of saving, as compared with capital 
outlay, is made up from another source, viz. windfall savings. 

This analysis should make it plain why the question of whether 
individual savers invest their savings in securities or leave them 
idle at the bank (or in a slocking) is irrelevant. Taking the defla¬ 
tionary case, businesses will be making losses and these must entail 
a reduction in their cash balances or their portfolio of securities. 
(It is part of the doctrine that business men cannot make good such 
losses by cutting down consumption, for if some of them do this, it 
will merely lead to a corresponding increase in the aggregate of 
business losses, owing to this additional withdiawal of purchasing 
power fiom the market for consumption goods. The loss which 
has to h( made good by the reduction of bank balances or the 
sale of securities remains equal —^ whatever the entrepreneurs 
may do about their private consumption — to the difiercnce 
between investment and saving in the whole economy.) Thus if 
the savers buy secuiities, this docs not ensure that real capital 
outlay will be undertaken, since their action will be counteracted 
by the sale of securities of an equivalent amount by businesses 
which arc making losses. It is not necessary to go into a minute 
examination of w^hether individual excess savers divide their 
savings between bank balances and the purchase of securities in 
the same proportion that businesses making losses divide those 
losses between a reduction of cash holdings and a sale of securities J 
Keynes makes the supremely important point that the effect of any 
discrepancy here will be swamped by the fact that the whole body 
of capitalists, all the savers of the past as well as new savers, are 
continually adjusting their holding of securities of different types, 
equity and fixed interest, long and short, and the sizes of their bank 
balances, by reference to market conditions. In view of the large 

^ Some critics attempted to do this and became mvolved in sophistications about 
who got through to their brokers on the telephone first. 
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dzt of the total capital market by comparisoa with the size of new 
savings, what the new savers choose to do with their money is a 
relatively unimportant point, making but a negligible contribu¬ 
tion to the total result. This is a key matter in Keynes’ theory: 
the way that shifts in the desires of the whole body of capitalists, 
in regard to the kinds of assets they wish to hold, influence 
market valuations is analysed in lengthy passages. It is true that 
the reader may have some uneasiness as to whether Keynes did 
in the Treatise completely clear up discrepancies between the 
passage in which he analyses the forces determining the value of 
securities and that in which he analyses the forces determining 
the value of physical capital goods. This is a matter dealt with 
in important sections of the General Theory, in relation to what to 
that volume he names the theory of liquidity preference; it is 
more convenient to leave the discussion of this topic until we 
come to the General Theory. It should be noted, however, that 
the greater part of the doctrine of the General Theory on liquidity 
preference is to be found quite c'learly set out in the Treatise.^ 

This account has constituted but the barest summary of the 
quintessence of a doctrine, whicli is developed in great detail, and 
with regard to a large variety of possible circumstances, over 
hundreds c^f pages. •Keynes was fully alive to the subtle compli¬ 
cations of the real wwJd. Comment tended too much to concen¬ 
trate upon the spot-lit formula without having mastered fully the 
lengthy analysis which follow^ed it. Keynes provided a much 
more extensive discussion of the applications and limitations of 
his doctrine in the Treatise than he gave in the General Theory. 

It is beyond the scope of this work to assess the amount of 
originality that may be claimed for the central doctrine of the 
Treatise. Students of the trade cycle had long attributed causal 
significance to fluctuations in investment There had been 
theories of over-investment, under-consumption, under-saving. 
Keynes claimed that his theory was radically different from those, 
in that it made the crucial influence the disparity between invest¬ 
ment and saving; for this he claimed originality. In this matter 
Knut Wicksell, to whom he paid tribute, came nearest to him; 
there is no doubt that the process of thought by which Keynes 
reached his conclusions was independent, and not derived from 
the study of Wicksell. To Mr. D. H. Robertson, on the other 

^ Very dearly also in his rejoinder to Mr. D. H, Robertson’s artidc on the Treatise^ 
Economic Journal, September 1931. 
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hand, he was definitely in debt. In The Banking Palicj and the 
Price Level there is an analysis of precisely this point, the discrepancy 
between capital outlay and saving, or, as Robertson called it, 
‘‘ lacking Robertson, however, was not able to accept the full 
Treatise do( trine.* 

It clearly followed from the theory that tlie objective of policy 
should be to ensure that investment was kept as nearly equal to 
saving as possible ; this would entail a stable price-level. Keynes 
had a soft spot for the idea that, in order that the economy should 
be progressive, there is something to be said for a slight excess of 
investment with a corresponding gentle upward trend of prices. 
None the less, in view of the great difficulties of getting any good 
policy adopted and of the need for having definite rules of action 
for the various authorities concerned, he deemed it better to keep 
to the clear objective of a stable price-level. A single nation may 
have great difficulty in doing this, if the rest of the world is not 
converted, and indeed even it it is. Changes affecting the natural 
flow of investment and saving may differ widely from country to 
country, and this will make it difficult to harmonise the main¬ 
tenance of a single woild-wide standard of value with the various 
policies required in different places to keep investment and saving 
level. IR still thought that in existing circumstances the attempt 
to maintain an international standard Wcis too ambitious, and he 
summarised the arguments in much the same way as in the Tract. 

It IS evident that the main effect of an international gold stand¬ 
ard (oi any other inteinational standard) is to secure umfoimitj of 
movement in different countries — everyone must conform to the 
average behaviour of everyone else. The advantage of this is that it 
prevents individual follies and eccentricities. The disadvantage is 
that it hampers each Clentral Bank in tackling its own national 
problems, interferes with pioneer improvements of polic y the wisdom 
of which IS ahead of average wisdom, and does nothing to secure 
either the short-period or the long-period optimum if the average 
behaviour is governed by blind forces such as the total quantity of 
gold, or is haphazard and without any concerted or deliberate policy 
behind it on the part of the Central Banks as a body. 

Since the publication of the Tmct most of the world had returned 
to the Gold Standard and in the Tuatise Keynes accordingly wrote 
as follows: 

* Keynes knew (cf Treatise, p. 171, n.) of The Final Buyer, 1928, by A. H. Abbati, 
which contained similar ideas (cf. also Unclaimed Wealth, 1924, by this interesting 
pioneer). 
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On a balance of these various considerations, it seemed, before 
the de facto return to the Gold Standard, that there were better 
prospects for the management of a national currency on progressive 
lines, if it were to be freed from the inconvenient and sometimes 
dangerous obligation of being tied to an unmanaged international 
system; that the evolution of independent national systems with 
fluctuating exchange rates would be the next step to work for; and 
that the linking up of these again into a managed international 
system would probably come as the last stage of all. 

To-day the reasons seem stronger — in spite of the disastrous in¬ 
efficiency with which the international gold standard has worked since 
its restoration flve years ago (fulfilling the worst fears and gloomiest 
prognostications of its opponents), and the economic losses, second 
only in amount to those of a great war, which it has brought upon the 
world — to reverse the order of procedure; to accept, substantially, 
the fait accompli of an international standard ; and to hope for pro- 
«gress from that starting-point towards a scientific management of the 
central controls — for that is what our monetary system surely is — 
of our economic life. For to seek the ultimate good via an autonom¬ 
ous national system would mean not only a frontal attack on the 
force's of conservatism, entrenched with all the advantages of 
possession, but it would divide the forces of intelligence and goodwill 
and separate the interests of nations. 

I am disposed to conclude, therefoic, that if the various diihculties 
in the way of an internationally managed Gold Standard — to 
which the Resolutions of the Genoa Conference of 1922 first pointed 
the way — could be overcome within a reasonable period of time, 
then the best practical objective might be the management of the 
value of gold by a Supernational Authority, with a number of 
national monetary systems clustering round it, each with a discietion 
to vary the value of its local money in teims ol gold within a range 
of (say) 2 per cent. 

Some local freedom of action must be allowed. 

It is on some such assumptions as these as to what the Inter¬ 
national Gold Standard ought to mean, that accusations are some¬ 
times made against the United State's ar against France, that they 
are breaking the niles of the “ Gold Standard game when in 
recent times they have, for purely local and domestic reasons, chosen 
to pursue a credit policy which attracted large quantities of gold to 
their vaults without allowing this influx materially to modify their 
policy. Yet it may be too much to expect that these countries will 
voluntarily sacrifice what they believe to be their own interests, 
in order to pursue a credit policy which w^ould suit certain other 
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COtifitries better. I shall argue, thcrefoit;, in what follows, that the 
solution is to be sought, not by making such demands, but by 
arranging some compromise in virtue of which adherence to an 
international standard is combined in a regular and legitimate 
way with a reasonable measure of local autonomy over the rate 
of foreign lending. To this objective — which is one that each 
country must work out in detail for itself — we will now direct our 
attention. 

In order to secure some freedom of movement he reverted to his 
plan outlined in the Tract of widening the margin between the 
gold points. This would make it possible to maintain the Gold 
Standard while having different effective rates of interest in the 
different countries, in accordance with what was required in 
each to balance saving and investment. 

By the time that the Ireatt^e was published he had already 
reached his view that the rate of interest was due to have a world¬ 
wide decline. In the Tuahse he used the expression '‘natural” 
rate of interest — which he later rejected — to designate that rate 
which would keep investment level with saving. 

Thus I am lured on to the rash course of giving an opinion on 
contemporary events which are too near to be visible distinctly; 
namely, my view of the loot causes of what has happened, which is 
as follows. 

The most striking change in the investment factors of the post¬ 
war world compared with the pre-war world is to be found in the 
high level of the market-rate of interest. As a rough generalisation 
one may say that the long-term rate of interest is nearly 50 per cent 
higher to-day than twenty years ago. Yet the population of the 
industrial countries is not increasing as fast as formerly, and is a good 
deal better equipped per head than it was with housing, transpoit 
and machines. On the other hand, the volume of lending to the less 
advanced paits of the world is not markedly large — indeed the 
contrary, since Russia, China and India, which include within their 
borders a substantial proportion of the population of the world, arc 
able, for one reason or another, to borrow next to nothing on the 
international markets; whilst the United States has converted itself 
from a borrowing to a lending country. Why, then, should the rate 
of interest be so high ? 

The answer is, I suggest, that for some years after the war sundry 
causes, to be enumerated, interposed to mainUin the natural-rate 
of interest at a high level; that these, more recently, have ceased to 
operate; that sundry other causes have nevertheless maintained the 
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inarket-tatft of interest; and that, consequently, there has now 
developed, somewhat suddenly, an unusually wide gap between the 
ideas of borrowers and those of lenders, that is, between the natural- 
rate of interest and the market-rate. 

... I am bold to predict, therefore, that to the economic 
historians of the future the slump of 1930 may present itself as the 
death struggle of the war-rates of interest and the re-emergence of 
the pre-war rates. 

There is a long passage discussing whether Central Banks 
alone could achieve the objective of a stable price-level {i.e, an 
equality of saving and investment). He had doubts, and quoted 
with respect the testimony of Governor Strong of the Federal 
Rcsei*ve Bank of New York to a Congressional Committee which 
was considering a project for making the Federal Reserve System 
legally responsible for keeping prices stable. On the whole he 
was more optimistic than Strong, but fully appreciated the 
magnitude of the difficulties. 

This was a treatise on money and banking policy and not, 
therefore, the proper place for a full discussion of Public Works 
and the direct Government stimulation of capital outlay, which, 
however, got a passing mention on page 376, as a “ weapon by 
which a country can partially rescue itself when its international 
disequilibrium is involving it in severe unemployment. ... In 
such a case it is not sufficient for the Central Authority to stand 
ready to lend . . . the Government must itself promote a pro¬ 
gramme of domestic investment.” 

The Treatise is capped by a proposal for a Super-national 
Central Bank.* This is somewhat more ambitious than the 
institution which he succeeded in getting approved at Bretton 
Woods fourteen years later. 

6 

Keynes had luck with his official commissions. He was invited 
to serve on the Indian Currency Commission immediately after 
completing his book on that topic. And now he had to sei"ve 
on the Macmillan Committee on Finance and Industry after 
four years of intensive work on the central problems of money 
and finance and when his large treatise was about to appear. 
Thus in each case he had a great initial advantage. The discussions 
of the Macmillan Committee, which proceeded during 1930, 

* Cf. p. 41 r above. 
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reached a high intellectual level. It had distinguished members, 
such as Reginald McKenna, a progressive, whose own views were 
close to those of Keynes and who gave him constant support, 
Mr, Brand, a little more cautious, but with an intellectual 
apprehension unusual in a banker; Professor T, E. Gregory, not 
prepared to accept Keynesian doctrine, but finding much common 
ground as a scientific student of money and finance; the Chairman 
himself, Lord Macmillan, a distinguished and thoughtful lawyer; 
and Mr. Ernest Bevin, who brought his great sagacity and wide 
experience to the deliberations and played an important part. 
The others, too, made valuable contributions to the debate. They 
were able men; none the less, the fact that they went so deeply 
into their probJem, seeming to transform themselves at times into 
a university seminar, was partly due to Keynes’ extraordinarily 
easy manner of clothing recondite theory in language intelligible 
to the layman, and his pleasant, intimate way of coaxing them 
into intricate discussions, appealing to their best faculties, treating 
them as his equals and making them ieel at home in the world 
of academic subtleties. It was the obverse of his power of making 
university students feel at home amid the arcana of practical 
finance. 

The outstanding point that must be noted about these delibera¬ 
tions, which led to publication in June 1931, was that it did not 
seem worth considering at any length the alternative of abandon¬ 
ing the Gold Standard — so great was the awful respect in which 
it was held. Yet only three months later it was in fact abandoned. 
Keynes, if anyone, would have pushed for this solution, if there 
had been the remotest chance of its acceptance in practice; 
he did not lack courage ; he had devoted several years to strenuous 
opposition to our return to it. Other venerable institutions, 
as we shall see, were questioned by this Committee, but not 
the Gold Standard ! It is fair to add that Keynes held that 
there were reasons of substance, quite apart from public opinion, 
for adhering to the standard once we had returned to it. There 
was the question of world-wide confidence in the London market, 
and the implicit pledge that the balances held there were redeem¬ 
able at par in gold. 

Public proceedings opened with the , examination of the 
Chairmen of the Joint Stock Banks and other banking experts. 
It was a dreary business. It was not only that these eminent 
practical men could not debate Keynes’ latest theories; they 



46} 


A TRBATISE ON MONEY 


4^5 

seemed to be unaware of elementary text-book doctrines about 
banking which had been current for decades and were familiar 
to the merest tyro in economics or journalism. They took a 
narrow view of their duties and had no conception of their relation 
to wider questions of economic policy. 

After a good deal of this sort of thing, it appeared to the 
Committee that Keynes, who had been sounding them in language 
sometimes lurid and dearly to the point, at other times full of 
mysterious and recondite hints, should be given the opportunity 
to state his views at leisure. He was put into the witness-box 
and asked to propound and be cross-examined. His evidence 
went on for five days.^ It was one of his great occasions, and 
may remind us of that other allocution, delivered fifteen yeats 
later, when he was pleading with the Americans for a loan. On 
both occasions he was speaking from very full knowledge, and on 
both it seemed to him to be of crucial importance that he should 
carry his point. In 1930 he had been for some six years trying to 
persuade the country to adopt a certain line of policy, and so far 
he had made no headway. If this distinguished Committee 
reported more or less in his sense, it might make all the difference. 
He was nc>t unsuccessful. The following interchange occurred 
at the close of the fourth day : 

Mr. Keynes. I am afraid that a discussion of this sixth class 
of remedy has led me over a somewhat wide field. I still 
have my seventh class, which I have not reached, but it 
might be well to break off what I have to say to you at 
this point. 

Chaitman. We hardly notice the lapse of time when you arc 
speaking. 

M). McKenna. Extraordinarily interesting ! 

Chairman. We must not put too much strain upon yon. 

On the first day he developed his central theme within what 
might be called the limits of orthodoxy. The prime weapon in 
monetary management was the Bank Rate — and the rates of 
interest associated with it,— and this had a short-term and a 
long-term effect. Its short-term effect in redressing a disequi¬ 
librium of foreign payments had been tested in practical experience 
and had been triumphantly successful. It operated through its 
influence on short-term international lending. But this only 

* 20th, 2ist, aStli February, 6th and 7th March 1930, 
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Induced a temporary remedy; if the country’s external trade 
was tending to be permanently out of balance, some further 
remedy was needful. This too came through the Bank Rate. 
It was a beautiful mechanism with its double working. It pro¬ 
moted long-run equilibrium by causing a rise or fall of prices at 
home, thus stimulating imports and discouraging exports, or con¬ 
versely, as the case might be. Not enough attention, howwer, 
had been paid to precisely how this came about. He took the 
case of an adveise balance of trade. High interest rates led to 
a contraction of credit, the restriction of capital outlay, a conse¬ 
quent falling off in buying power and a fall in prices; for a time 
some businesses could carry on at a loss, but a real readjustment 
could not come until costs had been reduced into line with prices. 
Unemployment would continue to grow, until employers could 
secure a general reduction of money wage rates. But wages 
were very sticky, and severe unemployment and disequilibrium 
might remain for a long time. This long-term effect of the rate 
of interest worked quite smoothly when it was a question of a 
favourable balance and an upward adjustment of prices and costs; 
difficulties arose when a downward adjustment of costs was needed; 
owing to our position in the world and the general expansion, 
during the last eighty years no big downward adjustment had been 
required, save for the altogether exceptional occasion of the end 
of the First World ^Var; it was important for them to understand 
that the mechanism on which we had come to place our 
exclusive reliance could only produce a downward adjustment 
through severe unemployment leading to cuts in money wages. 
The 10 per cent reduction in costs required by our return to the 
old gold parity in 1925 had itself put an intolerable strain on the 
system and now, with the world slump in prices, worse was to 
come. 

On the second day he expounded to the Committee his doc¬ 
trine of saving and investment. Applying that to existing circum¬ 
stances, he explained that interest rates in Britain could not fall 
below the world level. If we reduced our rates, more capital 
would be tempted abroad than could be financed by our excess 
of exports over imports, we should be subjected to a drain of 
gold, and the gold standard would be in jeopardy. Thus a certain 
rate of interest was required to maintain external equilibrium, 
and that was higher than that rate which was needed to provoke 
sufficient investment in Britain, to make home investment, when 
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aid 4 «d to foreign investment, equal to saving. That was the im¬ 
passe for which the Committee had to find remedies. 

It is to be observed that Keynes laid all his stress on the 
reason for the high domestic rate being because we had to keep 
in line with the world rate. There was no hint that it was kept 
too high by those forces which he afterwards summarised in 
what he called the liquidity preference in spite of the fact 
that his theory of liquidity preference received a fully fledged 
exposition (in substance though not in name) in the Treatise. 
He had propounded the theory but he had not yet tumbled to its 
full implications; in the following testimony he ignored it: 

If we were an isolated community, the rate of interest would 
always tend to fall to the yield of the next thing which was worth 
doing. If new investments could afford to pay a rate which was 
3 per cent on the cost of production, then 3 per cent would become 
the prevailing rate for money ; but if we arc not in the closed system, 
then we are in a dilemma, because we must keep our rate of interest 
at a figure which prevents our foreign lending from exceeding our 
available balance of exports. 

It is to V)e observed also that he propounded to the Committee 
what is knowm as the pump-priming theory of public works. 
He did not envisage a chronic tendency for investment to fall 
below saving. 

Government investment will break the vicious circle. If you 
can do that for a couple of years, it will have the effect, if my diagnosis 
is right, of restoring business profits more nearly to normal, and if 
that can be achieved, then private enterprise will be revived. 1 
believe you have fiist of all to do something to restore profits and 
then rely on private enterprise to carry the thing along. 

Towards the end of the second day the C^hairman remarked 
that a cure, rather than a palliative, was needed. Was there any 
cure on the economic side? You are keeping us in suspense; 
you are a complete dramatist. At the moment the remedies 
have not been unfolded ; I suppose they will be on Friday next ? ’’ 

On the Friday and two later days he proceeded with the 
remedies, which it is convenient to leave over for a moment. 

Shortly after that, they had a witness of greater distinction 
and power than the Bank Chairmen, the Governor of the Bank 
of England, Mr. Montagu Norman. Now at last they had some¬ 
one who could discuss their problems in an intelligent way. He 
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had finesse and polish and a much higher level of understanding 
of general problems than the Joint Stock bankers. 

At an early stage the Committee subjected him to criticism 
for the return to the Gold Standard at the high parity. Keynes 
could afford to sit back now; the others were making his case 
admirably. He reserved his fire. Although Mr. Norman made 
a good defence, Keynes was sure that he was not convincing his 
listeners. Keynes’ chief intervention came later and concerned 
the modus operandi of' the Bank Rate. He briefly recapitulated 
what he had told the Committee, setting out with stark brutality 
the view that the long-period effect could only be achieved by 
creating unemployment. Mr. Norman was more concerned with 
the short effect and the international relation of rates. Keynes 
pressed him on the long effect, and Norman replied, I should 
imagine that, as you have stated it, that is the orthodox theory 'V 
and again, Applied to a long period, 1 should agree with it.” 
Keynes: ‘‘ So it is of the essence of the case that the Bank Rate 
should have an important effect; that when it is raised it 
should have an effect in the direction of unemployment. That 
is what you want. Am 1 right?” Mr, Moman: ‘‘Yes, I should 
think it was. . . There w'as a (ertain aloofness in the answers 
and an implication that this long effect w^as not his business. 
Keynes, w^hen inveighing against our system, as he often did, 
on the ground that, on the orthodox view of it, it could only 
w^ork by creating unemployment from time to time, could now 
bear it in mind that no less a man than Mr. Norman had endorsed 
this view of orthodoxy. 

Mr. Bevin took up the attack. He had listened to Keynes’ 
proposed remedies, w^hich involved using various devices to 
maintain a stiff rate for foreign borrowers and lenders, while 
making a lower effective rate available for domestic borrowers. 
He asked Mr. Norman if something of this sort could be done. 
Mr. Norman was intransigent. “ I believe it is absolutely impos¬ 
sible to have two separate policies. I can sec no practical way 
in which that could be done.” ^ Thus, this way out of the un¬ 
employment problem was blocked. Mr. Norman did not seem 
apologetic for having to sponsor such a ruthless system ; he showed 
no sympathy for what Mr. Bevin was driving at. He had stated 
how things were, and that was that. 

On a later occasion he appeared before the Committee to 

* Mmuiet of Evidence^ vol. i, p. 216. 


2 Ibid, p. 217. 
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explain the activities of the Bankers’ Industrial Development 
Company and the Securities Management Trust. He hoped that 
these would do useful work in helping us through our present 
difficulties; he conceived that their work should be accomplished 
within five years. The Macmillan Committee had heard expres¬ 
sions of opinions from its own members and from witnesses that 
existing facilities for capital issues were inadequate to meet the 
needs of small businesses or new businesses. Eventually it devoted 
a chapter of its Report to this subject, and existing inadequacies 
were thereafter often referred to as “ the Macmillan gap.” Mr. 
Norman gave no support to this view. In this matter he was 
quite complacent, claiming that the vast resources of the City 
were adequate; if the capital required was too small for an 
established issue house, it could be obtained through brokers. 
Nothing was to be gained by the recommendations that the 
Committee had in mind. Thus, this door too was closed. With 
reference to the Bankers’ Industrial Development Company, Mr. 
Bevin asked whether, in the case of rationalisation schemes, they 
had expert guidance on the labour problems involved. No ; that 
was not their business; they looked to private enterprise to deal 
with that. Mr. Bevin pointed out that great upheavals of labour 
might be required. Mr. Norman did not contemplate any 
trouble under this head. Mr. Bevin, speaking from his wide 
experience, affirmed knowledge of cases where rationalisation had 
been rendered nugatory by insufficient regard for the labour pro¬ 
blem. It had been Mr, Bevin’s experience in both the schemes 
he had had to deal with. Mr. Norman contented himself with 
monosyllables : “ It has not been mine.” So much for Mr. Bevin, 
In giving evidence on international co-operation and the 
early work of the Rank for International Settlements, Mr, Norman 
showed his best powers. He gave a sophisticated and convincing 
account of what was on foot. He appeared to be genuinely 
enthusiastic for inlernatiorjal co-operation, while evincing a states¬ 
manlike appreciation of the difficulties and the need for slow 
progress. The Committee had been hoping that a remedy for 
the slump might be found in concerted action by the Central 
Banks designed to raise the world price-level. Mr. Norman gave 
a warning ; considerations of the general price-level were not yet 
within the philosophy of the Central Bankers who met. Their 
objective would be more restricted. Thus Mr. Norman closed 
all the doors. It did not seem to occur to him that, considering 
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existing levels of unemployment^ this amounted to a damning 
indictment of the system for which he was responsible. 

His object appeared to be to prevent the Committee from 
recommending novelties. He knew quite well that he could do 
nothing with Keynes. He may have hoped that his urbanity and 
his sophisticated and polished exposition would deter the others. 
His insouciant treatment of Mr. Bevin showed that he did not 
appreciate the strength of the forces which would in due course 
be too powerful to be resisted by the complacent conservatism of 
international bankers. To the tough logic of Mr. Bevin's mind 
it appeared clear that the Gold Standard was doomed. Although 
he signed the majority report, which implied its continuance, 
he made a reservation, greatly daring as an amateur, along with 
Sir Thomas Allen, which clearly showed the diiection of his 
thought. His experience on that Committee made him an im¬ 
placable opponent of the Gold Standard thereafter, and wary 
even of the compromise effected at Bretton Woods. Keynes, for 
the moment, had the harder task of trying to prise open all those 
doors which, according to Mr. Norman, were firmly bolted, so 
that the Committee could make recommendations for reviving 
employment without jeopardising the Gold Standard. 

In the long column of witnesses who (amc bclore the Committee 
Keynes was confronted with an adversary who was a greater 
man than Mr. Montagu Norman. It was needful for the Com¬ 
mittee to obtain the views of the British Treasury itself; in 
particular it sought elucidation of* the alleged Treasury view 
that public works — for which Keynes was pressing hard — 
merely diverted capital which would otherwise have given employ¬ 
ment through private channels. Sir Richard Hopkins was the 
Treasury spokesman. The reader will remember the White 
Paper issued as a counterblast to Lloyd George’s programme and 
the fact that it contained an unsigned Treasury memorandum. 
A reference was made to this. Sir Richard Hopkins assured the 
Committee that the Treasury had never had a hard and fast 
dogma on this subject; the memorandum had been addressed 
to the criticism of a particular scheme. But he also made it plain 
that he was opposed to the kind of large scheme which Keynes 
was known to be advocating. 

Sir Richard’s testimony was a great masterpiece. As a loyal 
Civil Servant he had to tread warily. He must not let down the 
former Chancellor who had authorised the memorandum; he 



M?* 471 


A TREATISE ON MONEY 

mmt not let down the existing Chancellor who was responsible 
for a strictly limited scheme of public works, by which the existing 
Labour Government was going a certain way along the road, 
although not so fast as the dynamic Sir Oswald Mosley was trying 
to push them. He was speaking for the Treasury in words 
destined for publication, an unwonted role. The Treasury was 
a favourite object of obloquy, and the public would seke on any 
scrap of evidence to justify its hostility. Sir Richard hinted at this 
jungle of limitations under which he gave evidence, not by any 
elaborate clauses or circumlocutions, but quite without fuss, by a 
word or a nuance. And, in spite of all these limitations, he gave 
the Committee the impression, which was no doubt a true one, 
that he was saying precisely and exactly what he himself thought, 
neither more nor less. 

Mr. Norman’s negatives were cold, aloof and relentless; if 
Sir Richard took a negative line, he did so ruefully and under 
the impelling dictate of practical experience and hard thinking. 
Mr. Norman’s negatives appeared final, Sir Richard’s pro¬ 
visional ; one had the sense that the latter’s mind was alive 
to the issues, ready to be convinced in due course, if possible, 
although not likely to be in the least impressed by the dialectics 
of a committee meeting. 

Keynes and Hopkins soon became locked in a tense combat. 
Every muscle was taut, every move guarded against; displacement 
by an inch might give victory to one side or the other. Their 
styles of debate could not have been more contrasted. Keynes 
was ever agile, seeking one method of attack after another, 
driving his arguments to their logical conclusion, endeavouring 
to impale his adversary on the horns of a dilemma; Hopkins 
stood firm upon his sense of the practical, crisp in his vocabulary, 
not taking his listeners along a chain of reasoning, insisting on the 
multitude of relevant imponderables and the unfitness of logical 
deduction to determine tlie issue. He admitted that his position 
was incapable of formal definition. Keynes complained of the 
Treasury view that “ it bends so much that I find difficulty in 
getting hold of it Yet I think that Hopkins had made his 
audience understand his position exactly. At one stage he appealed 
to the Chairman ibr protection; he probably did not lose a point 
thereby, fur he chose a moment when the audience would be 
feeling that Keynes was pressing him unfairly. 

In due course they came apart, and Lord Macmillan gave his 
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judicial summary — “I think we may characterise it as a drawn 
battle It is always rash to indulge in a negative generalisation, 
but I do not recall another occasion on which Keynes, in the 
plenitude of his power, arguing on his own chosen subject, was 
not deemed by a good judge to have had somewhat the better 
of the argument. If this is so, Hopkins has a unique distinction 
in his generation. 

In one respect Keynes w’as labouring under a handicap — or 
perhaps it is fair to say that they both were. Keynes could not 
deploy his full case in the argument; he could not repeat to 
Hopkins the explanation of his theory of saving and investment 
which he had already furnished to the Committee; the Treatise 
had not yet appeared. Hopkins promised to read it when it did. 
In doubting the wisdom of a large-scale programme, Hopkins laid 
emphasis on two things. One was that, if the scheme was generally 
judged to be uneconomic and unsound, confidence in Britain 
would flag, domestic private capital outlay would be reduced, 
and more capital would tend to flow abroad. His other main 
point was concerned with the immobility of labour and materials; 
a scheme might give considerable employment to certain specific 
types of labour, create labour shortages at certain points while 
producing relatively minor effects elsewhere; it would also cause 
shortages of specific materials and bottle-necks. But he did also 
admit that another consideration weighed with him. If these 
works were not to divert capital from private employment, where 
was the extra capital to come from ? He ungrudgingly conceded 
Keynes’ favourite points about the saving on the unemployment 
dole, the transfer of idle deposits into activity, the gain to the 
Exchequer from a higher level of income, etc. Some part of the 
extra capital needed would no doubt be forthcoming in this way, 
but he remained anxious as to whether all this added up to enough. 
In Keynes’ mind this addition sum left out the principal contri¬ 
bution, namely, that which would come from the reduction of 
business losses consequent upon the extra investment. He could 
not throw this into the argument. It would be of no use to assure 
Hopkins in the Committee at that juncture that the release of 
extra capital by the reduction of business losses would, nay, by 
his theory, must, make the total enough to finance public works 
to the extent he desired. Hopkins could not be expected to under¬ 
stand about the business losses or to have any notion as to whether 
a reduction in them — which he would no doubt have been 
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prepared to admit — would have been sujBScient in quantity to 
make a material difference. He certainly could not have admitted 
there and then that they must be of sufficient quantity. If it 
would have been in vain to bring in such an argument ad hoc in 
order to convince Hopkins, a fortiori it would be in vain to use 
it to convince a well-informed public pending the publication of 
the Treatise. Thus, this classic debate with Hopkins brings out 
in a very clear way how needful those five years’ work upon the 
Trealise had been, both to clarify Keynes’ own ideas and to con¬ 
vince others. 

Later in the year Keynes was again put into the witness-box. 
He developed further the proposals which he had made earlier, 
having regard to what had been learnt meanwhile, but confining 
himself this time to the strict terms of reference of the Committee 
— that is, excluding public works and such matters. Most of his 
proposals were adopted by the Committee, and it may perhaps 
be added that its most interesting proposal were in his evidence. 
He does not appear, however, to have convinced his colleagues 
of the need for a larger spread between the gold points and for 
fixing official forward rates. He laid great stress on the need for 
the banks to exeit influence on the long-term rate oi' interest, and 
in this connection stated his “ liquidity preference theory ” very 
clearly.^ He was anxious that the Bank should strengthen its 
reserve, and proposed a substantial credit from the Federal 
Reserve System for this purpose. 

He played a big part in the drafting of the Report. His 
scheme for its general structure was adopted with modifications. 
He wrote large sections of it, and his style is clearly visible in 
certain passages. Though the Report bears marks of compromise, 
it may be said to be broadly on Keynesian lines. It takes its 
place in the great historic line of British Currency Reports, and 
there is a certain sense in which it can be said that the views therein 
embodied became the orthodox views from that day forward. 

Currency should be managed with a view to stability of 
output and employment at a high level. (Note the official 
recognition of the connection between currency and employment.) 
Central Banks were to secure this objective by influencing the 
flow of saving into investment at home and abroad. The monetary 
authorities should concern themselves more with the long-term 
investment market in future. The Central Banks of the world 


* See p. 457 below. 
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were to co-operate, first to get a lift of prices above their existing 
low level and then to maintain them at a stable level They should 
confer together regularly, so as to concert measures to this end. 
Legal requirements for gold reserves should be relaxed, and 
balances with other countries and the Bank for International 
Settlement treated as gold. Some of the Committee thought 
that the stimulus of Government investment was needed to get a 
rise of prices in existing circumstances, and that there should be 
an international conference on reorganising foreign lending. 

For Britain certain changes were recommended. The Issue 
Department and Banking Department of the Bank of England 
should be amalgamated; there should be a fixed maximum 
fiduciary issue and a fixed minimum gold reserve, the size of the 
gold reser\^e no longer being related to the notes. Joint Stock 
Banks should pay notes held in excess of requirements into the 
Bank of England. The gold reserve of the Bank of England 
should be strengthened, but wide variations in it should be con¬ 
templated as normal. There should be closer co-operation between 
the Bank of England and the Joint Stock Banks. There was a 
chapter on the need for new modes of providing capital for small 
or new firms, and another on publicity and statistics. 

The Committee as a whole was unwilling to express a view 
upon the wider question of public works. In Keynes* opinion 
this was an indispensable supplement to good monetary manage¬ 
ment. The more progressive members of the Committee, however 
(six, including Keynes, out of fourteen), joined with him in a 
supplementary report in favour of a public works programme.^ 

During the course of his five days' evidence on the earlier 
occasion (28th February) Keynes made a momentous proposal. 
He suggested that in the existing impasse some measure of Pro¬ 
tection might be desirable, as a temporary^ remedy. Hitherto 
his record as a Free Trader had been without blemish; indeed 
the fallacies of Protection had aroused his especial fury. Now he 
argued that the Free Trade doctrine, like the Bank Rate doctrine, 
implied a fluidity of money wage rates that did not exist. In 
existing circumstances he no longer held that it was a fallacy to 
suppose that a measure of Protection could increase employment. 
No doubt, in the end, the rank and file would have a better 
standard of living, if they consented to a reduction in money 

* Sir Thomas Allen, Mr. Bevin, Mr. Keynes, Mr. R. McKenna, Mr. J. Prater 
Taylor, Mr. A A. G. Tulloch. 
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wage rates and thus ensured that the resources of the country 
should be employed to the best advantage as between various 
industries, and as between exports and production for the home 
market. If money wage rates were not adjusted, there would be 
unemployment. Protection would undoubtedly reduce real wages 
and cause a less satisfactory distribution of productive resources; 
but it would ensure larger employment, and that for the moment 
was the supreme objective. It must be added that he was rather 
dubious about the policy of reducing money wage rates, even if it 
were practical — first, because it would increase the burden of 
the National Debt, and, secondly, because the whole world might 
get into the vicious circle of competitive wage-rate reductions. 
It was one thing to have money wage-rate reductions when tht? 
trouble was that one’s own nation was out of equilibrium in a 
world otherwise prosperous, quite another thing to have it when, 
in addition to that trouble, the whole world was suffering from 
a slump. The reduction of money wage rates in a particular 
country would bring that country into equilibrium, by allowing 
it to capture a larger proportion of world trade. If there was a 
disequilibrium consisting of an excess of saving over investment, 
a reduction of money wage rates would not tend to cure the 
disequilibrium in the country in which that excess obtained, or 
in the world as a whole if there was a world-wide excess. Wage 
reductions in Britain and elsewhere would do nothing to remedy 
the slump considered as a world phenomenon and would add to 
the burden of fixed charges throughout the world. His confidence 
in taking a new line about the effect of Protection on unemploy¬ 
ment was due to his sense that he was on sure ground in his 
savings and investment analysis of unemployment. Protection 
would tend, assuming British money wage rates and costs to be 
fixed, to improve our balance of trade; it would thus increase 
our foreign investment and this would have the same effect on 
the unemployment situation as increasing investment at home 
(which was his principal remedy). 

The virtue of Fiee Trade is that it does bring money >vages down 
and it does not bring real wages down, whereas Protection is not so 
likely to bring down money wages, it is much more likely to bring 
down real wages. But the virtue of Protection is that it does the 
trick, whereas in present conditions Free Trade does not. There¬ 
fore the question is, how far one is prepared to be governed by short 
considerations, and it seems to me, when one has by virtue of Mr. 
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McKenna got some duties, it would be a very strange act to aggravate 
the position by removing them. When it is a question of putting on 
new duties it is a much more difficult question, and it also depends 
on what alternative remedies there are and liow long the present 
situation is to last. If we are jammed for some time I think we should 
get some immediate relief by w^ell adjusted tariffs. ... I want to 
link up what I have said about Protection to my general analysis. 
We have seen that Protection is another way of increasing the 
amount of our foreign investment and that is how it profoundly 
works in with my argument. . . . If it is essential for equilibrium 
that we should invest abroad on a larger scale than at piesenl, the 
protectionist way of doing it may be the method of least resistance, 
because it does not require reduction of money wages and it has less 
effect, fur reasons that some of the members have been suggesting, in 
turning the terms of trade against us. 

He added that one had to admit in favour of Protection that it 
would increase business confidence, and that, too, would make 
for a higher level of investment at home. 

He put forward these views with diffidence. He hoped that 
the experiment would only be a temporary one, although that 
veteran JVec Trader, McKenna, warned him that a guarantee 
of mc^re than five years would be needed if investment in the 
iron and steel industry was to be stimulated. The proposal went 
into the addendum of the “ progressive party in rather geneial 
terms. There was a suggestion that tariffs on imports sliould be 
accompanied by bounties on exports, to prevent distortion in 
the structure erf industiy, so that the effec t of the proposals on 
foreign trade would be identical with a devaluation of sterling. 

While these matters were on foot, the Prime Minister appointed 
a Committee of the Economic Advisory Council (24th July 1930), 
consisting of Keynes as Chairman, Mr. Henderson, Professor 
Pigou, Professor Robbins and Sir Josiah Stamp, “to review the 
present economic condition of Great Britain, to examine the 
causes which are responsible for it and to indicate conditions of 
recovery Keynes had by this lime already had the advantage 
of much of the discussion in the Macmillan Committee, and the 
slump was getting continually more severe. The smaller com¬ 
mittee went over some of the same ground and came up against 
similar obstacles. It had wider terms of reference and could go 
further afield in recommendations. On the Protection issue, 
while three of the members were not in complete agreement and 
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had their own reservations, their minds were moving in the same 
direction as that of Keynes. Professor Lionel Robbins, however, 
took an entirely different view. He was a convinced Free Trader, 
and his ardent, youthful spirit rose up in passionate protest against 
any proposals of this kind. In his mind far more w^as at stake than 
the mere question of whether a little extra employment could be 
given here and now by means of import duties, although this, too, 
he questioned. He saw in the proposals a turning away from the 
ancient traditions which made Britain great, and a devastating 
blow at the alLtoo-tender plant of internationalism. He felt 
that it was a dire mistake, that we were selling our birthright and 
at the same time giving a most shocking example to the rest of 
the world. He was against it for economic reasons and againi^ 
it for political reasons, and he felt that he must devote the whole 
of his strength to resisting it. He refused to have anything to do 
with the majority report, although he was not necessarily in 
disagreement with all of it, in order to mark clearly the far- 
reaching nature of his dissent. Proceedings at times became 
somewhat acrimonious. Keynes at first challenged the right of a 
single individual to put in a minority report. It was not an easy 
task for a young man to assert his view in a minority of one 
against distinguished and famous seniors. He was no doubt 
“ difficult ”, and Keynes felt this. Later he was to come to think 
very differently of him, for they worked in beautiful harmony in 
the Anglo-American negotiations c)f the Second World War, 
and Keynes was particularly appreciative of Professor Robbins’ 
mellowness and urbanity. 

Keynes came during this year to address an undergraduate 
economic society in Oxford and stayed with me. I knew nothing 
of the inner proceedings of the Macmillan Committee and the 
Economic Advisory Council. He told me that he intemded to give 
us an address in favour of a revenue tariff. My face fell, and I 
uttered some words of deprecation. He made haste to console 
me. It would be quite all right, he assured me, because when the 
present phase had passed, we should return to Free Trade. But 
I was not to be consoled. On learning that it w^as a rather large 
meeting — he had supposed a small group — he agreed not to 
deliver the intended acldrcss, and held forth instead on the doc¬ 
trine of saving and investment, the Treatise not yet being out. 

It seemed to me then, and still seems so, that he was relying 
too much on public opinion being amenable to his reasoning — 
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lie had bittct experience enough to the contrary ~ in holding 
that, once the great established entrenchment of the British Free 
Trade position had been scaled by the Protectionists, it would be 
at all easy to remove Protection when revival came. But, as we 
shall sec, at heart he may not have thought this. Was he a little 
too ready to be an iconoclast ? Was this tendency in part respon¬ 
sible for his turning against his old love? In his iconoclastic 
assault upon the Gold Standard 1 had been heart and soul with 
him from the beginning, because there it seemed clear that what 
he wanted to put in its place, a stable currency, was manifestly 
altogether superior; it was something to which the world, if it 
continued to be progressive, would certainly move. This piece of 
iconoclasm, on the other hand, represented a move towards some¬ 
thing less good in itself, for the sake of temporary expediency. But 
then 1 had not had the advantage of seeing all the other exits from 
our present woelul prison bolted and barred by the inexorable 
logic of Hopkins and the other experts. It was a nice question. 

These views did not become public until the following year. 
On 7th March 1931 Keynes published in the second issue of the 
new joint New Siaiesman and Nation a plea for a revenue tariff. 

Yet the objections to the expansionist remedy — the instaVnlity 
of our international position, the state of the Budget and the want of 
confidence — cannot be thus disposed of. Two years ago there was 
no need to be frightened. To-day it is a different matter. It would 
not be wise to frighten the penguins and aioiise these frigid creatures 
to flap away from our shores with their golden eggs inside them. 
A policy of expansion sufficiently drastic to be useful might drive us 
off the gold standard. Moreover, two years ago the problem was 
mainly a British problem; to-day it is mainly international. No 
domestic cure to-day can be adequate by itself. An international 
cure is essential; and I see the best hope of remedying the inter¬ 
national slump in the leadership of Great Britain. And if Great 
Britain is to resume leadership, she must be strong and believed to be 
strong. It is of paramount importance, therefore, to restore full 
confidence in London. I do not believe that this is difficult; for the 
real strength of London is being under-estimated to-day by foreign 
opinion, and the position is ripe for a sudden reversal of sentiment. 
For these reasons, I, who opposed our return to the gold standard 
and can claim, unfortunately, that my Cassandra utterances have 
been partly fulfilled, believe that our exchange position should be 
relentlessly defended to-day, in order, above all, that wc may resume 
the vacant financial leadership of the world, which no one else has 
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atperience or the public spirit to occupy, speaking out of acknow¬ 
ledged strength and not out of weakness. 

Free 1 raders may, consistently with their faith, regard a revenue 
tariff as our iron ration, which can be used once only in emergency. 
The emergency has arrived. Under cover of the breathing space 
and the margin of financial strength thus afforded us, we could 
frame a policy and a plan, both domestic and international, for 
marching to the assault against the spirit of contractionism and fear. 

If, on the other hand. Free Traders reject these counsels of 
expediency, the certain result will be to break the present Govern¬ 
ment and to substitute for it, in the confusion of a Crisis of Con¬ 
fidence, a Cabinet pledged to a full protectionist programme. I aip 
not unaccustomed to being in a minority. But on this occasion I 
believe that 90 per cent of my countrymen will agree with me. 

In the following issue there appeared a spate of letters, 
headed by Sir William Beveridge. There was a certain tendency 
to concentrate criticism on Keynes’ estimate of the yield of the 
proposed duties. In the next issue (21st March), he suggested that 
this might be caused by the lack of good logical arguments. 

I am more nearly touched by Professor Robbins’ contention, 
that a tariff, once put on, will never be taken off when the special 
circumstances that called for it have passed away. I know there is 
a risk that this may be so, but it is a risk that circumstances demand 
that we should take. Nor do I rate the risk as high as he does. . . . 

He quoted instances of tariffs being taken olf; he thought that 
when prices began to rise, people would wish to be rid of them. 

If prices rise to their former level, and if unqualified Free Trade 
turns out to be as much in the interests of this country in the con¬ 
dition of the twentieth centur)*^ as it certainly was in the conditions 
of the nineteenth c entury, then I believe that the tariff will be taken 
off again. But, if I look into the bottom of my ow n heart, the feeling 
which I find there is, rather, that a tariff is a crude departure from 
laissez-fiiire^ which we have to adopt because we have at present no 
better weapon in our hands, but that it will be superseded in time, 
not by a return to laissez-faire^ but by some more comprehensive 
scheme of national planning. 

Professor Robbins taunts me in conclusion with abandoning the 
service of high and worthy ideals in international relations ” for ‘‘ the 
service of the mean and petty devices of economic nationalism 
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1 know that he sincerely feels this, and that for him, as for many 
others, Free Trade stands as a bannei and as a symbol of fundamental 
reason and decency between nations Free Trade unbesmirchcd 
invokes old loyalties and lecalls one of the greatest triumphs of 
reason m politics which adorns our histoiy It is a poor retort, 
pel haps, to this, to say that one must not let one’s sense of the past 
grow stronger than one’s sense of the present and of the future, or 
sacufice the substance to the symbol BuL 1 can at least say that my 
practical aims are to avoid a disastious piocess of competitive inter¬ 
national wage-cutting, and the social strife which this would bring; 
to enable this country to resume the financial leadership of the world 
which we alone are capable of using in the general interest, and to 
prevent a domestic political leaction which might delay progress 
towards international peace and interrupt our policy in India 

He followed this by a senes of three articles on various aspects 
of the problem.* 

March 28th 1 have reached m> own conclusion as the result of 
continuous reflection ovei many months, without enthusiasm, as the 
res lit of the giadual elimination of the practicable alternatues as 
being more undesirable Noi do I suppose for one moment that a 
revenue tariff by itself will see us out of our troubles Indeed, I 
mainly support it because it will give us a margin of resouices and a 
breathing spa^e, under cover of which we can do olhei things 

April 4th Ma). I also register i mild complaint again t the under¬ 
current of moral reprobation which I detect in some quarters ^ I 
seem to see the elder pairots sitting round and saying “ You can rely 
on us Ever> day for thirty >ears, regardless of the weather, we have 
said ‘ What a lovely morning ’ ’ But this is a had bird He says 
one thing one day, and something else the next ” 

April nth Perhaps controveisv with one’s friends and colleagues 
IS an essentially barren thing But 1 come to the end of my attempt 
to deal v\ith the controversy which I have provoked in the pages of 
the Pfew State<iTnan and Nation with an unusually acrid 2 flavour in 
my mouth There is a great deal to be said on both sides about this 
tariff question It is a difBcult decision But in this discussion we 
have not been reaching more than the fringe of what are for me the 
real problems As Professor Bellerby pointed out m his letter last 
week, my critics have not taken any notice of, or shown the slightest 
interest in, the analysis of our present state, which occupied most of 
my original article and led up to my tariff pioposai in the last para- 

^ 28th March, 4th and 1 1 th April 

2 In the Neu Statesman this word actually appeals as “ and ” 1 owe the emenda¬ 

tion, which IS clearly correct, to Mrs J N Keynes 
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gmph. Is it the fault of the odium iheologicum attaching to Free 
Trade ? Is it that Economics is a queer subject or in a queer state ? 
Whatever may be the reason, new paths of thought have no appeal 
to the fundamentalists of Free Trade. They have been forcing me 
to chew over again a lot of stale mutton, dragging me along a route 
I have known all about as long as 1 have known anything, which 
cannot, as I have discovered by many attempts, lead one to a solution 
of our present difficulties — a peregrination of the catacombs with 
a guttering candle. 

Keynes’ conversion on this point had wide influence. Perhaps 
it was merely that, with his uncanny sensitivity to the significance 
of current events, he reached a conclusion a year earlier which 
others of like training and opinion were bound to arrive at in due 
course, as the storm grew more ferocious. Was it inevitable? 
No one was braver than Keynes in standing alone for an unpopular 
course, if only it was a practicable one, but he w^as not addicted 
to the pursuit of what was Utopian and unrealisable. If the 
Gold Standard had broken down early in 1930, 1 have no doubt 
that Keynes would have remained a Free Trader, and immedi'i. 
ately after the suspension he wrote to The Tme^^ urging that 
consideration of the tariff question should be deferred.^ For 
another year, however, the Gold Standard was to appear quite 
unassailable. Did he have enough regard for the appalling reper¬ 
cussions of our volfe face on wwld opinion? He may have been 
right in feeling that if Britain declined into greater weakness and 
still more widespread unemployment, she w^ould have to do things 
still more shocking. This w^as, in his mind, a case of reculer pour 
mieux sauter, Britain must at all costs be strengthened at this junc¬ 
ture, and thereby be enabled to give a lead towards international 
reconstruction, which the United States appeared to be in no 
mind to give. In the event Britain w^ent off the Gold Standard, 
which removed the need for Protection, and had Protection also, 
and then failed to give any lc«id to international reconstruction. 

^ The Times, 29th S^ptcmbci, lyy. Latrr, however, he moved somewhat further 
towaids a Protectionist position ; see p. 446 below. 




CHAPTER XI 

“THE GENERAL THEORY OF 
EMPLOYMENT, INTEREST AND MONEY’’ 

1 

1 1 was during the time when Keynes was composing the 
Treatise that his most outstanding pupil of the intcr-war period 
came upon the scene — Mr. Richtird Kahn. Keynes at once 
perceived his quality, and before long had roped him in to advise 
him and help him in his major tasks. The preface to the Treatise 
contains an expression of indebtedness. It was no doubt through 
Keynes’ influence that Mr. Kahn was made a joint secretary to the 
Committee of Economists ” which was working for the Economic 
Advisory Council.^ He was elected to a Fellowship at KingN in 
1930. In die following years he was in close contac t with Keynes, 
and available for consultation on all difficult points. Mr. Kahn 
was not only clear-headed and thorough; he had a penetrating 
mind and originality; he must be reckoned with those whom 
Professor Pigou has classified as tool-makers; he had the power oi 
framing a new concept which would clarify the point at issue; 
that done, much antiquated conceptual lumber could be cleared 
away. While he followed and accepted the development of 
Keynes’ thought, his writings, all too sparse, make it clear that 
his thinking has a distinctive quality which is different from that 
of his master. It w^as a happy alliance. Keynes biought him 
into the bursarial work at King’s; he was made Second Bursar 
in 1935, Unhappily, during the war his work lay in a somewhat 
different field, and, although they were in constant communica¬ 
tion, Mr. Kahn lacked the benefit of intimate association in the 
work which was to make great changes in Keynes’ notions about 
what was possible and desirable, and about wdiat was impossible, 
in international economic relations. On Keynes’ death Mr. Kahn 
succeeded him as First Bursar of King’s College and became his 
joint executor with Mr. Geoffrey Keynes. 

^ cr p ^26 
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lii M« Mographical study of Kcyites Mr* Austin Robinson 
describes tbc excitement in Cambridge on the publication of the 
Treatise, 

It so happened that the publication of the Treatise coincided in 
time with a remarkable younger generation in Cambridge. R. F. 
Kahn had just been made a Fellow of King’s; J. E. Meade was 
spending a year in Trinity before returning to Oxford; they with 
P. Sraffa, C. H. P, Gifford, A. E. W. Plumptre, L. Tarshis, Joan 
Robinson and several others of us formed a ‘‘ circus ” which met 
weekly for the discussion of the Treatise^ and R. F. Kahn retailed to 
Keynes the results of our delibcrations. 

Mrs. (Joan) Robinson, who afterwards achieved international 
fame, deserves mention as an ardent disciple of Keynes; he had 
high regard for her intellectual powers. Mr. Robinson mentions 
as an important point which arose in these discussions that Keynes 
“ visualised too simple and direct a mechanism whereby changes 
of investment were supposed to react on prices, and that in a 
strictly formal sense some of his conclusions required the assump-^ 
tion that output was fixed and not variable It must not be 
supposed that Keynes had not variations of output in mind; 
indeed the Treatise concentrates upon an analysis of the causes 
which make output vary, and of the consequences of that varia¬ 
tion. In some respects the Treatise is more “ dynamic ” than 
the later volume. The matter at issue may be put simply thus. 
Keynes’ general treatment, and especially his fundamental 
equation ” designed to show the essence of his theory, point to 
an excess of imestment over saving causing a rise of prices and 
thereby stimulating an increase of output; and conversely. The 
question was raised whether an increase of investment might not 
operate directly upon output, and not via a rise of prices. The 
rise of prices might come later as a consequence of the increase 
of output and not conversely. While the thinking of the Treatise 
does not exclude this possibility, the fundamental equation ” 
certainly does not provide a means for showing this alternative.^ 

^ This ciitkism, that Keynes* equation does not bring out the direct effect of an 
increase of invrslnient upon output, is not to be confused with a teclmical error which 
also came to light at that time in the equation itself. By a curious mischance he made 
an elementary mistake in algebra. He used variables, some of which stood for money 
aggregates and others for aggregates of goods, and there are notorious pitfalls in 
manipulating equations embodying such disparate items. The consequence was 
that his “ fundamental equation ’* was formally incorrect save on the assumption 
that the ratio ol output of consumer goods to the total output of the economy was 

2 F , 
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There was a further point. While a discrepancy between saving 
and investment is deemed in the Treatise to provoke a change of 
output, there is nothing to show what reaction this change will 
have on the discrepancy. 

Mr. Kahn got to work upon these problems and an article 
from his pen, entitled Home Investment and Unemployment^ appeared 
in the Economic Journal for June 1931* The ideas in this article 
had a crucial influence on Keynes’ subsequent thinking. Mr. 
Kahn shows the direct effect of an increase of investment upon 
the level of output by a device which came to be known as 

the multiplier The consequent rise of prices, if any, appears 
as a secondary phenomenon, not dependent (as it appears to be 
in Keynes’ “ fundamental equation ”) upon the size of the gap 
between investment and saving, still less on such purely monetary 
factors as increase of bank credit or of velocity of circulation, but 
on the rise in money costs of production,^ if any, consequent 
upon the increase of output. Furthermore, windfall profit ceases 
to play a crucial role in financing an excess of investment over 
saving, and similarly with “losses” in the opposite situation; 
variations in investment are matched by variations in voluntary 
saving, of wfiich the windfall profits, plus or minus, would only 
be a part. Further discussion of these matters may be postponed 
until we come to Keynes’ later volume. 

All this stimulated Keynes’ mind to move forward. He 
received a different kind of stimulus from the revicvvs of profes- 

consLant. Tliis error did xiot aHect the main argument of die text and may easily be 
correc ted. 

In Keynes’ first fundamental equation, P stands fc^r the pike-Ievel of ctuisuniption 
goods, R for the volume of consumption goods, E for total c'ainings (less windfall 
profits set aside), S for the part of .E not spent f>n consumption goods, O for the volume 
of output (consumption goods and additions to capital) and /' for the cost (including 
normal profit) of additions to tapital. 

He writes (correctly} PR-B~S and deduces that The latter 

U R 

equation is mcorre< t save on the assumption that OfR is constant. 

This may be put right by writing Er for “earningsdciived from the output 
of consumption goods and for “ earnings “ derived from the output of additions 
to capital (=/"). 

Then PR - E — S~Ef-^ Ec-S and P~ second term on the right 

hand of the revised formula is ideiiikal with that in the original and summarises 
the forces making for what Keynes calls a “ profit inflation ” (or deflation). The 
first term on the right in the revised formula has less scope than that m the original, 
but serves equally well to summarise the forces making for what Keynes calls an 
“ income inflation 

^ More strictly, on the slope of the supply schedule of goods in general. 
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sionals—^for example, that of his old friend Mr. D. H. Robertson 
in the Economic Journal and that of Professor F, A. von Hayck, 
who had lately come to London from Vienna, in Economical What 
Keynes felt about these reviews, and others, was that the authors 
had not in the least understood what he had tried to say. This 
was depressing, especially as he had hitherto had a reputation 
for clear writing. In his own view he had advanced a novel 
theory of the cause of oscillation, this consisting in divergences 
between investment and saving. While he fully recognised and 
discussed at length the causal relations, both simple and complex, 
between the divergence of investment from saving on the one hand, 
and changes in the quantity of money and velocity of its circular 
tion on the other, he had emphatically denied that an inflationary 
or deflationary movement was normally caused or necessarily 
accompanied by the latter kinds of changes. His complaint of 
the reviewers was that, instead of considering the grounds and 
justification for this denial, they tacitly ignored it. They assumed 
that monetary theories of the old kind must be right; on this 
assumption it was easy to find all sorts of contradictions and 
inconsistencies in the Treatise. Keynes could only conclude that 
the minds of his reviewers had simply failed to grasp what it was 
that he was denying. If they had made a frontal attack upon that 
denial upon its merits, he could have countered their arguments 
or, if necessary, made concessions to them. As things were, his 
rejoindei's were displays of shadow fencing. 

The controversy with Professor von Hayek was a sharp one. 
The latter, newly arrived in England, found himself terribly 
buffeted at this period. His book on Prices and Production had 
received a review of unusual acidity in the Economic Journal from 
the pen of Mr. P. Sraffa, who had come from Italy somewhat 
earlier and won Keynes’ highest esteem. In replying to Professor 
von Hayek’s review of his own book, Keynes went out of his 
way to refer to Pikes and Production, The book, as it stands, 
seems to me to be one of the most frightful muddles I have ever 
read . . . and yet it remains a book of some interest, which is 
likely to leave its mark on the mind of the reader. It is an 
extraordinary example of how, starting with a mistake, a remorse¬ 
less logician can end up in Bedlam.” Professor von Hayek replied 

J See Economic Journal^ September for a levacw by Robertson and rejoinder 
by Keynes; and Economtea, August to November 1931 and February 1932, for 
controversy with Professor von Hayck. 
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with a powerful and dignified protest against this kind of bchavioiir^ 
These polemics temporarily caused a widening of the gulf between 
Cambridge and London. It may be recorded, however, that at 
a later date Keynes and Professor von Hayek achieved a happy 
relation of fnendship. During the second war Professor von 
Hayek turned his attention awa\ from the technicalities of banking 
and capital theoiy and wrote a book on politit al economy which, 
despite certain exaggerations that it may contam, will remain a 
classic —^ The Road to Serfdom, This is a convenient point at which 
to record Keynes’ reaction, which throws light on some of his 
views on ultimate questions at that time. 

J, Af, Keynes to Professo? F, A, Hayek^ 28th June 1^44 

The voyage has given me the chance to read your book properly. 
In my opinion it is a giand book We all have the gicatest reason to 
be gialefiil to you for saving so well what needs so much to be said. 
You will not expect me to accept quite all the economic dicta m it. 
But morally and philosophically 1 find myself in agreement with 
virtually the whole of it, and not only m agreement with it, but m a 
deeply moved agreement 

T a mng to a few special points . 

I should therefore conclude your theme rathei clifTeicntly ] 
should sav that what we want is not no planning, or even less 
planning, indeed 1 should say that we almost ceitainly want more 
But the planning should take place m a (onimiinity in which as many 
people as possible, both leaders and followers, wholly share your own 
moial position Moderate planning will be safe if those carrying it 
out are nghtly^ orientated 111 their own minds and hearts to the moral 
issue Ihis IS in fact already tru( of some of them But the tune is 
that there is also an impoitanL section who could almost be said to 
want planning not in ordei to ciqoy its fruits but because morally 
they hold ideas exactly the opposite of yours, and wish to serve 
not God but the devil Reading the New Staiemen and Nation one 
scmietimes feels that those who wnte iheie, while they cannot safely 
oppose moderate planning, are really hoping in their hearts that it 
will not succeed , and so prejudice more violent ac tion They feai 
that if moderate measures are sufficiently successful, this will allow a 
reaction in what you think the right and they think the wrong moral 
direction Perhaps I do them an injustice , but pcThaps I do not 
What we need, therefore, in my opinion, is not a change m our 
economic programmes, which would only lead m practice to dis¬ 
illusion with the results of your philosophy^; but perhaps even the 
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contrary, i^amely, an enlargement of them. Your greatest danger 
ahead is the probable practical failure of the application of your 
philosophy in the U.S. in a fairly extreme form. No, what we need 
is the restoration of right moral thinking — a return to proper moral 
values in our social philosophy. If only you could turn your crusade 
in that direction you would not look or feel quite so much like Don 
Quixote. I accuse you of perhaps confusing a little bit the moral and 
the material issues. Dangerous acts can be done safely in a com¬ 
munity which thinks and feels rightly, which would be the way to 
hell if they were executed by those who think and feci wrongly. 

If Keynes had only had to cope with the stimulus of his critics, 
it would no doubt have been incumbent upon him to redraft 
certain portions of the Treatise in order to make his points more 
abundantly clear. But meanwhile his mind was moving forward. 
He was in search of simplification and a wider generalisation. 
Once more he went into a great tunnel, from which he was to 
emerge witli The General Iheory of Employment^ Interest and Money 
(1936). This was his main interest in the following years. His 
vast range of duties continued to occupy him and his correspond¬ 
ence was large, but his important public appearances were few. 

Immediately after the Macmillan Committee concluded its 
proceedings at the end of May 1931, he went on a trip to America, 
his first since the expedition with Lord Reading in 1917. He had 
been invited by the University of Chicago to give a lecture on 
the Harris foundation, which was later published, along with 
other lectures, under the title Unemployment as a World Problem^ 
His main object, however, was to make a personal investigation 
into economic conditions. He had in recent months been sending 
regular appreciations on financial piospects to Mr. Walter Case 
for the use of Case Pomeroy Inc. Through Mr. C'ase he was 
brought into contact with knowledgeable men of business in New 
York. He had interviews wth the leading persons in the Federal 
Reserve System, and also with President Hoover. This was at 
the time of the “ Hoover Moratorium On his return he sub¬ 
mitted a lengthy report on American conditions to the Prime 
Minister, Mr. Ramsay MacDonald, who circulated it as a Cabinet 
Paper, The attitude of mind of the Federal Reserve authorities 
was thoroughly satisfactory ; they would do their best to promote 
expansion. The condition of the member banks was deplorable. 
The slump in America was essentially a slump in construction; 

* Quincy Wright, editor. Universitv of Giiirago Press (Cambridge TTniversity 
Press), 
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contrary to general belief, wage rates had not been much reduced 
— this was a satisfactory point; he took the gloomiest view of the 
prospects of an early recovery in the United States; he thought 
that recovery would come in other parts of the world first; the 
Hoover Moratorium had been thoroughly popular. 

At this time we find him writing detailed comments on the 
proofs of Mr. H. G. Wells’s Work, Wealth and Happiness of Mankind, 
These notes contain the first record I have discovered of the riposte 
he was in the habit of using when addressed as a Professor — ‘‘I 
do not enjoy suflering the indignity without the emoluments 

He was still standing firm in the view that the Gold Standard 
must not be abandoned, but the economy campaign, which was 
gathering momentum, was not at all to his way of thinking. Of 
the Economy Report of the famous May Committee he wrote : 

The Committee show no evidence of having given a moment’s 
thought to the possible repercussions of their programme either 
on the volume of employment or on the receipts of taxation.” ^ 
He is reported as having referred to it a little later at a House 
of Commons Committee as the most foolish document I have 
ever had the misfortune to read He made a fierce attack on 
the Budget produced by the National Government, which Mr. 
Ramsay MacDonald had now formed. “ The Budget and the 
Economy Bill are replete with folly and injustice.” It was 
monstrous to reduce the wages of school-teachers, just because 
they happened to be the easiest target. The reduction in the 
road-building and housing programmes were a triumph of the 
Treasury view in its narrowest form ” — the qualifying phrase 
was no doubt due to Hopkins’ evidence to the Macmillan Com¬ 
mittee. To raid the Road Fund in order to maintain the 
Sinking Fund is in present circumstances a policy of Bedlam.” ^ 
He warned a Committee of the House of Commons that the Budget 
was likely to accentuate deflation and unemployment, and pleaded 
for an international conference on gold. 

And then on 2rst September Britain left the Gold Standard. 
All these years of travail had been in vain. If only they had 
taken his advice in 1925! After they had failed to do so, he 
remained loyal to the established fact of a Gold Standard until 
the end. But now his spirits rose. Great new vistas were opened. 


^ Hew Statesman and Nation^ 13^^ Aup;ust 193T. 

^ Daily Herald, 17th September 1951. 

^ New Statesman and Nation, I9tlj September 1931. 
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Yet would we take advantage of them? The drift in politics 
was profoundly unsatisfactory. He made a personal plea to 
Mr. Ramsay MacDonald not to have a General Election. The 
problems that now had to be tackled were clear; there was no 
need of a mandate. The election was held, however, and the 
forces of progress suffered a complete eclipse until the Second 
World War. The economy campaign, which he believed to be 
folly, proceeded. 

At first he thought that he might galvanise the Labour Party 
into constructive opposition on the basis of a programme for expan¬ 
sion. He saw much of Mr. Kingsley Martin at this period and 
hoped that the Mew Statesman and Nation might become the vehicle 
for a balanced policy ultimately based upon his views. But the 
Labour Party had been greatly humiliated by the defection of 
their leader s and the smashing defeat at the polls. They had been 
represented, in part unfairly, as having played havoc with the 
nation’s finances, used Post-Office savings to pay the unemploy¬ 
ment dole and endangered an inflationary orgy. It was perhaps 
human that Labour should react by moving rather distinctly to 
the left; Keynes’ moderate statesmanship did not appeal to 
them ; the N(W Statesman carried a foolish article suggesting the 
nationalisation of the Joint Stock Banks — as though that could 
possibly do any good at this juncture! Labour did not take its 
defeat as an opportunity for showing its mettle and devising a 
realistic programme to cope with the facts as they were in the 
worst phase of the slump, but tended to move away towards 
its age-old panaceas; it might not be helpful to utter the old 
formulae, but it s(3othed the nerves. Keynes expressed his diffi¬ 
culties in regard to Socialism in an article in ih.^Political QuarteilyJ 
He had been concerned with the foundation of this journal, was 
on its editorial board and always maintained some interest in its 
progress. At about this time a volume appeared containing his 
Halley-Stcwart lecture on the crisis.- 

While mainly unsympathetic to the National Government, 
he warmly applauded Mr. Neville Chamberlain’s conversion 
operation.-^ 

Reference may be made here to the publication of his two 

* “ Dilemma of Modern Socialism ”, Political Quarterly^ Apnl-June 1932. 

“ The World's Econonnr Cnm and the Way of Escape^ by Sir Arthur baiter. Sir Jo&iah 
Stamp, Mr. J. M. Kc^mes, Sir Basil Blackett, Proiessor Henrv Clay and Sir William 
Beveridge (Allen & Unwin). All the pundits, m lact' 

^ Economic Journal^ September 1932, 
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volumes Essays in Persuasion (1931) and Essays in Biography (1933)* 
Ftom the former, which appeared in the depth of the slump, 
after the collapse of the Gold Standard, the public did begin to 
appreciate that he had been prophesying correctly and advising 
wisely all these last twelve years. The Essays in Biography may be 
recommended to readers who wish to sample his prose style without 
having to follow an economic argument. These biographical 
sketches included his portraits of Wilson and Glemenceau at the 
Paris Peace Conference, and also the portrait of Lloyd George, 
which “ a certain compunction ’’had made him suppress in 1919. 
On the day of publication Lloyd George happened to be making 
a speech in Sheffield, in which he strongly supported an article 
that had appeared that morning in The Times ^ by a great 
friend of mine, Mr. J, M. Keynes A Daily Mail reporter at 
Sheffield drew his attention to the book. That was written in 
1919 ”, Mr. Lloyd George replied, and dismissed the matter with 
a gesture of scorn But did he know what was in it, or was 
he merely thinking of the shorter sketch which appeared in the 
Economic Consequences ? 

Mr. Lloyd George is rooted in nothing ; he is void and without 
content; he lives and feeds on his immediate surroundings . . . 
this syien, this goat-footed bard, this half-human visitor to our age 
from the hag-ndden magic and enchanted woods of Celdc antiquity. 
One catches in his company that flavour of final purposelessness, 
inner irrcspomibilit>, existence outside or auay fiom our Saxon 
good and evil, mixed with cunning lemorsclessncss, love of 
power. . . . 

Mr. Lloyd Gcoige could hardly be expected to take all this in a 
kindly spirit. In the second volume of his War Memoirs^ which 
appeared in the following November, there was a strong attack 
on Keynes. It was based on an extract horn a secret Cabinet 
Paper, from which Keynes was not allc)w^ed to cpiotc. He wrote 
to The Times explaining his position in this regard and added: 

Mr. Lloyd George would, perhaps, defend his action on the 
ground that I had recently made so bold as to publish a character 
sketch of him Regarded thus, as a competition in personalities, 1 
make no complaint of what, indeed, any prudent persons would have 
expected from the subject in question. But I hope that the history 
and criticism of our financial policy during the war, a chronicle of 

^ Sec p 441 btlow 


^ Daily Math 14th March 1933. 
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feigh intereft which still remains to be written, will not be confused 
by these polite exchanges, perhaps as inexcmable on the one side as 
on the others 

The days of close collaboration within the Liberal Party were 
evidently over. Was the spirit of Lord Oxford appeased? I 
think it had long since forgiven Keynes. 

In 1932 there were faint signs of recovery in Britain, but 
hardly any in the world generally. It was decided at long last 
to hold a full-scale international economic conference in London 
during the course of 1933. With this in mind, Keynes wrote 
four ‘‘ turnover ” articles in The Time^^^ w^hich were reprinted in 
an expanded form in a pamphlet entitled The Means to Prosperity^ 
On the domestic side he was still pressing those remedies which he 
had begun to urge in 1924—large-scale public works on loan 
account. The most widespread criticism of Keynes during his 
life was that he was inconsistent. There was certainly no incon¬ 
sistency in the dogged pertinacity with which he advocated this 
cure for unemployment over so many years. Indeed, the conv- 
mentators on The Meam to Pwspenty complained this time of his 
consistency. Was he not offering the same old remedies which 
he had put forward in association with Mr. Lloyd George in the 
election of 1929 ? What was right then, the critics implied, could 
not be right now. 

The Means to Prosperity^ however, contained a more satisfactory 
fundamental analysis than his earlier pamphlet, being based 
on the Tnaine and subsequent thought. Kevnes referred to Mr. 
Kahn's Economic Journal aiticle ^ and used the technique of ‘‘ the 
multiplier”.^ He also gave his support to the idea of a double 
budget, one for current expenditure and the other for capital 
expenditure, which should be manipulated in accordance with 
the trade cycle. We begin here to get the lirst inkling of an idea, 
more radical than anything recommended so far, that the Chan¬ 
cellor of the Exchequer should pump in additional purchasing 
power, not only by financing public works through loans, but 
also by remitting taxation without reducing current expenditure. 
This is almost “ deficit finance ” in the full sense. Keynes proposed 

* Th Tme^, 28th November 1933 

® Ibid. 13-16th March 1933 * CJ. p, 434. 

♦ Keynes followed up the pamphlet by a lengthy article in the New Statesman 
headed “ The MulupUer ”, an unusual utle, as Mr. Kingsley Martin observed to me, 
for an article in a popular weeUy journal {New Statesman and NaHon^ ist April 1933)- 
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to raise a loan of £6o million to finance public works on the one 
hand, and on the other to remit ^^^50 million of taxation at the 
expense of the Sinking Fund. This reference to the Sinking Fund 
just — only just — made the project appear respectable. 

In preparation for the World Economic Conference, he had 
something to say about external measures. He was sceptical of 
the feasibility of old-style foreign loans on a large scale. 

Those countries which are best able to make them aie least 
likely to do so. Nor it is reasonable to expect private investors to 
accept new risks of this kind when those they have already assumed 
are turning out so badly. 

Additional domestic loan expenditure by strong countries would 
itself help the foreign situation, by leading to in( reased imports. 

It may be better, therefore, to use our availa])lc resources to 
finance the additional imports, to which a bold policy of loan 
expenditure at home is likely to lead, than to make foreign loans. 
This will be just as benefieial to the outside world, and dec idedly more 
healthy than further additions to international indebtedness. . . .* 

For the Conference [he went on] to occu]>y itself with pious 
resolutions concerning the abatement of tariffs, quotas and exchange 
lestri tions will be a waste of lime in so far as these things are not the 
expression of deliberate national or imperial jioliries; they have 
been adopted reluctantly as a means of self-prolertioii and are 
symptoms, not causes, of the tension on the foreign ex-'honges. ll is 
dear to the heait of conferences to pass pious lesolutions deploring 
symptoms whilst leaving the disease untouched. 

What he really wanted was to get world-wide, concerted 
capital expenditure. Unfortunately each country separately 
would be reluctant to embark upon such a programme for fear 
of the repercussions on its external balance of payments. There¬ 
fore, some mechanism was required to assure them of some margin 
of international resources with which they could take some risks. 
If only the gold which existed could be scattered evenly thrcjughout 
the world, that itself might be a solution. With adequate gold 
reserves the countries would not be afraid to go ahead. But that 
was an impossibility. The United States and France would not 
give it all away. His mind reverted to the possibility of a world 
Central Bank. Could not this, like any other bank, create liquid 
assets ? He proposed that an international agency should print 

* Ci letter to the Etonormstj 4th June 1932, by R, F Harrod, of which he approved. 
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goW notes up to a maximum of $5000 million and distribute 
them in proportions based on the 1928 distribution of gold with a 
maximum to any one country of $450 million. This project 
bears a remarkable resemblance to the International Monetary 
Fund with its quotas. The resemblance was not accidental! 
Here again we have an example of Keynes pursuing the same 
idea with dogged persistency through many years. 

This proposal, although receiving ample comment, did not 
have a strong appeal. To the ordinary man it seemed uncon¬ 
vincing to say that by printing bits of paper and saying that they 
were worth $5000 million, anything could be changed. The 
fundamental facts of production and trade would not be altered 
by this procedure. Mr. Roy Glenday, Secretary to the Federation 
of British Industries, bluntly called it “ a confidence trick It 
was no doubt to guard against aspersions of this type that the 
International Monetary Fund was drafted in a more restrictive 
way. Yet there was logic in Keynes’ point of view. No one would 
think it a confidence trick if all these nations discovered an equi¬ 
valent amount of gold in local mines and were encouraged to go 
forward by the reserves thereby acquired. Why should not gold 
certificates play a similar role? Internally in any national econ¬ 
omy no one thought it a confidence trick to supplement gold 
supplies by printing more notes than there was gold to back them. 
Why not do so internationally? The real reason \^as an inveter- 
ately nationalist point of view in relation to these problems, 
and it was basically the existence of such a point of view that 
made Keynes sceptical about the outcome of the Conference. 
It was quite true, of course, that the gold certificates might all 
have drifted to the United States; but the trend of trade in the 
nineteen-thirties did not suggest that that was likely to happen. 

Keynes was Cjiiile willing that strings should be attached to 
the use of this international medium. The following conditions 
should be complied with by any nation wishing to draw upon the 
fund : 

Exchange restrictions should be abolished. vStandstill agree¬ 
ments and the immobilisation of foreign balances should be replaced 
by definitive schemes for gradual liquidation. Tariffs and quotas 
imposed to protect the foreign balance, and not in pursuance of 
permanent national policies, should be removed. The stronger 
financial centres should re-open their money markets to foreign loans. 

* Economistt ist April 1933. 
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Defaults on public debts held abroad should be terminated, with the 
aid of the postponement of sinking funds and some writing down of 
interest or principal^ perhaps based on an index number of prices^ 
where incapacity, even in the new circumstances, is proved to the 
satisfaction of an independent expert body. 

Thus it was not an invention of the Americans that strings should 
be attached, when nations sought to derive benefits from some 
newly devised international arrangements. The American 
negotiators of the British Loan in 1945 could simply have cut the 
relevant sentences out of The Means to Prosperity and handed them 
across the tabic to Keynes and the other British representatives! 

If this scheme were adopted, Keynes was prepared to re-estab¬ 
lish gold parities provisionally. He insisted, however, that there 
should be a still wider spread between the gold points than he had 
proposed before, namely 5 per cent. 

The de facto parity should be alteiable, if necessary, from time to 
time if circumstances were to require, just like bank rate, — though 
by small degrees one would hope An unchangeable parity would 
be unwise until we know much more about the future course of 
international prices, and the success of the bc)ard of the new inter¬ 
national authority in influencing it; and it would, moreover, be 
desirable to maintain pennanently some power of gradual adjustment 
between national and international conditions. In addition the 
governing board should have some disci elionaiy powei to deal with 
emergencies and exceptional cases 

In fact, many of the essential featiucs of the International 
Mcmetary Fund were tliere ! 

Whilst there were complaints that he was too consistent in 
continuing to advocate public works, there were also complaints 
that he was inconsistent in now recommending a modified Gold 
Standard. There were also complaints at the time of Bretton 
Woods that he was abandoning the progressive cause by soiling 
his fingers with a scheme involving gold. The following letter 
to the Economist is of interest not only as showing the consistency 
of his past attitude, but a.ho because it gives a proleptic justifica¬ 
tion of the line he was to take at Bretton Woods: 

I do not know that what you call “ the evolution of my ideas is 
particularly important. But for the sake of accuracy I should like, 
in thanking you for your leading article of March iBth, to remind you 
that my recent advocacy of gold as an international standard is 
nothing new. 
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At all st%es of the post-‘War developments the concrete proposals 
which I have brought forward from time to time have been based on 
the use of gold as an international standard, whilst discarding it as a 
rigid national standard. The quaiihcations which I have added to 
this have been always the same, though the precise details have 
varied; namely, (i) that the parities between national standards 
and gold should not be rigid, (2) that there should be a wider margin 
than in the past l)etween the gold points, and (3) that if possible some 
international control should be formed with a view to regulating the 
commodity value of gold within certain limits. 

You will find that this was my opinion in 1923 when I published 
my Tract on Monetary Reform (see chapter 5) and again in 1930 
when I published my Treatise on Money (see chapters 36 and 38)^ 
just as it is to-day, as set forth in my articles in The Times and in my 
pamphlet The Means to Prosperity. 

I apologise for occupying your space. But since there aic people 
who deem it creditable if one does not change one’s mind, I should 
like to getwhat kudos I can from not having done so on this occasion ! ^ 

In preparation for the World Economic Conlerence the B.B.C, 
arranged a transatlantic conversation between Keynes and Mr. 
Walter Lippmann.^ This was stated to be the first broadcast of a 
conversation between two individuals acioss the Atlantic. 

It would be wiong to say that the World Economic Conference 
disappointed him, since he expected little. He covered it in a 
series of artii les in the Daily Mail? When President Roosevelt 
fired his well-known torpedo ~ he would not agree to staliilising 
the gold value of the dollar — Keynes* Daily Mad article carried 
the headline, ‘‘ President Roosevelt is Magnificently Right **. 

It IS a long time since a statesman has cut through the cobwebs as 
boldly as the Piesident of the United States cut thiough them 
yesterday. He has told us where he stands, and he invited the Con¬ 
ference to proceed to substantial business. But he is piepared to act 
alone if necessary; and he is strong enough to do so. . . . The Presi¬ 
dent’s message has an importance which transcends its origins. It 
is, in substance, a challenge to us to decide whether we propose to 
tread the old, unfortunate ways, or to explore new paths ; paths new 
to statesmen and to bankers, but not new to thought. For they lead 
to the managed currency of the future, the examination of which has 
been the prime topic of post-war economics. 

The article created a stir, because it was the fashion at that moment 

‘ izoth March 1933 * Listener, 14th June 1933. 

^ 8th, 20th, 27tl) June, 4th July 1933. 
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to be very indignant with the President. It was therefor«^ 
noticed with interest that on the day on which it appeared Keynes 
was lunching alone with the Prime Minister at the Athenaeum 
Club. 

It may have been partly by revulsion from the futilities of the 
Conference that he composed two elaborate articles for the J\few 
Statesman^ which carried his reaction from Free Trade one stage 
further.* His orientation of mind had changed. “ Partly, indeed, 
lily background of economic theory is modified. I should not 
charge Mr. Baldwin, as I did then, with being ‘ a victim of the 
Protectionist fallacv in its crudest form because he believed that, 
in the existing circumstances, a tariff might do something to 
diminish British unemployment.” There were broader reasons. 
He had come to think that the quest for markets and investment 
opportunities abroad was inimical to peace. 

I sympathise, therefore, with those who would minimise, rather 
than with those who would maximise, economic entanglement 
between nations. Ideas, knowledge, art, hospitality, travel — these 
are things which should of their nature be international. But let 
goods be home-spun whenever it is reasonably and conveniently 
possible : and, above all, let finance be ])nmarily national. Yet, at 
the same time, those who seek to disembarrass a country of its 
entanglements should be very slow and wary. It should not be a 
matter of tearing up roots, but of slowly training a plant to grow in 
a different direction. 

There is no doubt that what he mainly had in mind was that 
he wanted Britain, sooner or later, to make a bold experiment in 
achieving full employment by the methods that he advocated; 
in order that the experiment should be successful, British depend¬ 
ence on foreign conditions should be limited. The International 
Conference made it abundantly clear, il Mr. Montagu Norman 
had not done so in his evidence three years earlier, that the world 
was not ripe for Keynesian experiments. So let us cultivate our 
own garden ; it was the best we could do. The articles lacked his 
usual precision of thought; they were a little rambling; it was 
perhaps proper that they should be, since what he sought to do 
was to bring about a change in mental atmosphere rather than 
press any particular doctrine. 

II he was depressed by the gathered wisdom of the nations, 
and still more by the assertion of the British Government spokes- 

^ 8th and 15th July 1933 
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man, Mr. Rundman, that our experience refuted the idea that 
public works were conducive to employment/ he was greatly 
encouraged by the activities of President Roosevelt across the 
water. Here was someone who was interpreting the duty of the 
Government in the kind of way he had in mind. Not that he 
approved of all that was done. The spirit was right, but the actual 
content of the New Deal was a mixture of good and bad. 
Accordingly, he composed his thoughts and contributed a lengthy 
article to the New York Times in the form of an Open Letter to 
the President. 2 

You have made yourself the trustee for those in every^ country 
who seek to mend the evils of our condition by reasoned experiment 
within the framework of the existing social system. If you fail, 
rational change will be gravely prejudiced throughout the world, 
leaving orthodoxy and revolution to fight it out. But, if you succeed, 
new and bolder methods will be tried everyw''here, and we may date 
the first chapter of a new economic era from your ac( cssion to office. 

The President had a double task, recovery and reform. Keynes 
sympathised with both, but the former was more urgent, and it 
was important that it should not be prejudiced by undue haste 
in the reform programme. He did not Judge that the N.R.A. 
had made a contribution to recovery. “ As the prime mover in 
the first stage in the technique of recovery, I lay overwhelming 
emphasis on the increase of national purchasing power resulting 
from governmental expenditure, which is financed by loans and is 
not merely a transfer through taxation from existing incomes. 
Nothing else counts in comparison with this.” He feared that 
the devaluation experiment had been unduly influenced by a crude 
version of the quantity theory of money. He proposed stabilisa¬ 
tion of the dollar with the right to shift the parity at any time, but 
a declared intention only to do so either to correct a serious want 
of balance in America’s international receipts and payments, or to 
meet a shift in the American domestic price-level relative to price 
levels abroad. There should be plenty of cheap credit, and there 
was no reason why the rate of interest on long-term Government 
bonds should not be reduced to per ccut."^ 

* Sec letter to The Times, lyih July 1933. 

^ JSfew fork Times, 31st December 1933. This appeared, subject to variation 
of form, in the London Times of and January 1934. He did a broadcast on similar 
lines: see The Listener, 171 h January 1934. 

It may be of interest to record that a group of Oxford economists had submitted 
a memorandum to the President on similar lines through private channels two months 
earlier. 
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In the course of the spring he had the honour of receiving 
an invitation to attend Commencement Day (5th June 1934} at 
Columbia University in order that he might receive the Honorary 
Degree of Doctor of Laws. His fellow-honorands were Mr. James 
Aloysius Foley and Mr. Cordell Hull. He made this an oppor¬ 
tunity for taking a closer view of the American scene and for 
reviving and strengthening his financial contacts. He had re¬ 
mained in frequent correspondence with his friend Walter Case, 
who on this occasion gave him a great banquet to meet many 
influential people, Keynes had in his own mind complete con¬ 
fidence that interest rates would be permanently established at a 
low level in the United States, holding that many sound securities 
there had not recovered from the shock of the great depression 
and were due to have large increases in value. He paid special 
attention to public utilities, which, in his \aew, were suffering from 
vague fears induced by the New Deal, taking trouble to enlarge 
his knowledge of particular bonds and stocks. And then he went 
deeply in, following his maxim now of taking long \iews as an 
investor. His American public utility holdings made the most 
important contribution to the great increase of his fortune in the 
’thirties. In this connection mention should also be made of his 
heavy investment in Hector Whaling, to which he adhered 
through evil (lays, in support of Mr. Rupert Trouton, member of 
his stafi in A ” Division and subsequently his pupil at Cam¬ 
bridge. In the end the investment brought large profits. 

Another old friend, Mr. Felix Ftankfurtei, gave him a batch 
of lettcis of introduction to personages in Washington who had 
important influence in the New Deal, members of the Brains 
Trust ”, as it was then called, lie had an interview with President 
Roosevelt the one in which he was so much preoccupied with 
the shape of the Piesideiit's handsd 


President . Z). Roosevelt to Air. Felix FankfuTtet^ itth June 

I had a grand talk with K and liked him immensely. . . . 

This interview has been the subject of much discussion. The 
popular imagination was ready to seize upon the idea that the 
President was learning his business from a foreign economist. In 
wide circles in the United States the name of Keynes became a 
hated one. There were many who, not ready, and indeed not in 

’ Cf. p 20 above 
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a position, to discriminate those aspects of the New Deal which 
were Keynesian in character from those which were not, laid at his 
door ail that they most hated in the bureaucratic activities that 
seemed to be springing up like mushrooms on all sides. Advocates 
of laissez-faire of the old-fashioned type were entitled to denounce 
Keynes, as he denounced them. To such apostles of the old 
gospel, and there are still many in the United States, almost all 
British economists and public men and many American economists 
must seem black; if Keynes figured more vividly in their imagina¬ 
tion as an evil spirit, it was because he was more potent. From 
the days of the Economic Consequences^ however, Keynes had been 
highly esteemed by a large number of Americans. It is important 
that still a larger number should think well of him, since it may 
well be in the United States that the most active steps will be 
taken to introduce siicli measures of central planning as are 
needed in the modern world to make free enterprise a viable 
system. Keynes, more than any of the modern planners, had a 
strain of passionate individualism, which should make him seem 
a kindred spirit to many Americans. 

I have been at special pains to find out whether it is true 
that the President was profoundly influenced by this interview 
and guided his policy thereafter to some extent in the light of* 
Keynes’ theories. The evidence is conflicting. The preponder¬ 
ating opinion among those in a good position to know is that the 
influence of Keynes was not great. There need be no doubt 
that the President had the highest regard for Keynes ; condemned 
by many economists in his own country, it may have pleased him 
to recall that this illustrious British economist was in sympathy 
with some of his economic experiments. That is very different from 
being deeply influenced b'y him. It is not clear that the Px'esident 
took a Keynesian view of loan expenditure. It is more probable 
that he sought to provide jobs on a great scale because men were 
jobless, and endeavoured to meet as much of the cost as possible 
by taxation. If there was a deficit, that was just too bad ; it could 
be remedied later. It is not clear that he acted on the principle 
that it was the deficit, rather than the public works themselves, 
that was the potent agency in reducing unemployment. It has 
been suggested that Keynes gave him the courage to conduct 
his operations on a great scale. Keynes would certainly have 
urged that; yet it may be thought that the President’s own 
instincts would lead him in the same direction, and that Keynes' 

2 G 
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advice was not the actuating factor. It seems likely that such 
influence as Keynes had on American developments came in a 
somewhat different way. His books were avidly read by those 
seriously interested in economics. The American mind is perhaps 
a little quicker than the English to welcome the new prophet. 
Keynes soon had followers in America who meant business, and 
by the time that the slump of 1937-38 came, some of these were 
already in positions where they could exert influence on presiden¬ 
tial policy. Even in 1934 his views may have afl'ected the course 
of events in the United States, not through the President, but 
through the clever back-room boys who had their ears to the 
ground. 


Walter Lippmann io J, M, Keynes^ lyth April 1934 

... I do not know %\hetlier you realise how great an effect that 
letter [viz that in the Aezv York limes] liad, but I arn told that it was 
chiefly responsible for the policy which the Treasury is now quietly 
but eflectivcly pursuing ol purchasing long-term government bonds 
with a view to making a strong bond market and to reducing the 
long-term rate of interest. 

At the conclusion of his stay, he wrote a summary of his 
impressions in a further article in the Mew To?k Times (reproduced 
in the London Times)^ entitled “ Agenda for the President He 
was now able to take a more optimistic view of the American 
situation. 

It is expedient to think much ol the United States, but an 
occasional thought may be given to Russia. On 27th October 
the New Statesman and Nation n^produced the veibatim record of 
a conversation between Stalin and H. G. Wells during the latter’s 
visit to Moscow. This was followed by comments by Mr. Bernard 
Shaw, Mr. Ernst lollcr and Keynes. These were bound up with 
some further letters in a slim volume entitled Stahn-Wells Talks. 
Keynes’ contribution was a brilliant affair and seemed to hit the 
nail on the head more truly than the comments of his famous 
seniors. In all this period he was quite clear that he had no 
love whatever for Communism. But as the years wore on, 
especially at the time of the Spanish Civil War, he could not but 
observe the tendency towards Communism among the young at 
Cambridge, and most markedly among the choice spirits, those 
whom thirty years before he would have wished to consider for 
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membership of * the Society He attributed it to a recrudescence 
of the ancient strain of Puritanism in our blood, the zest to adopt 
a painful solution because of its painfulness. But he found it 
depressing. 

2 

By the end of 1934 the first draft of The General Theory of 
Employment^ Interest and Money was complete. The following year 
was spent in revision and the conduct of correspondence with 
commentators. Keynes strove for perfection and was anxious to 
get as much agreement as possible from those whom he respected. 
He showed considerable readiness to accept suggestions. He took 
pains to reply in detail on all points raised, and, where there was 
disagreement, endeavoured by lengthy argument to bring his 
critics round. 

In all this task, and indeed in the writing ol the book itself, 
his main pillar of support was Mr. Richard Kahn. Mention should 
also be made of Mrs. ^'Joan) Robinson. With these two he could, 
feci complete confidence that they understood what he was driving 
at. That was a great boon, for the old trouble, which he had had 
with the Treatise, began to recur. It was a sorry state of affairs. 
His main difficulty was not that his critics disagreed with his 
position, still less that they brought good arguments against it, 
but that he simply could not make them understand what the 
position was that he was taking up. Their cars seemed closed. 
It was indeed tantalising. 

It has been said, with some show of justice, tliat in this volume 
he went out of his w^ay to sticss differences from and find weak¬ 
nesses in traditional economic theory. Would it not have been 
wiser to stress his own contribution and lea\e it to others to decide 
how much scrapping of established doctrine was entailed? To 
some he seemed to take a mischievous pleasure — perhaps he 
did — in criticising revered names. In fact this w^as done of set 
purpose. It w’^as his deliberate reaction to the frustrations he had 
felt, and was still feeling, as the result of the persistent tendency 
to ignore what was novel in his contribution. He felt he would 
get nowhere if he did not raise the dust. He must ram in the point 
that wffiat he was saying was inconsistent with certain lines of 
classical thought, and that those who continued to argue that 
he was merely embroidering old themes had not understood his 
meaning. 
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The first proofs were sent to Mr. D. H. Robertson, his old 
firiend, whose critical acumen, if only it could be brought into 
service, would be of the utmost value to him. The gulf was 
now loo wide. Robertson was frankly unsympathetic. He dis¬ 
liked the new concepts that Keynes employed in his analysis. He 
held that some of the propositions masquerading under a new 
guise were merely reformulations of what had been already said, 
reformulations which sometimes tended to allow a dangerous 
clement of fallacy to creep in; that others, for which novelty 
might be allowed, could equally well have been stated in the old 
language; that others again were indeed fallacies. The Keynesian 
reconstruction was ill-judged because it made an unnecessary 
disturbance to well-tried modes of thought and opened the door 
to propositions the fallacious character of which the old termino¬ 
logy would have revealed. All these points Robertson made 
plain quite frankly, although the way in which he put his criticism 
confirmed Keynes’ suspicion that Robeitson was not really 
understanding what he intended to say. 

The second set of proofs came along in June, and were dis¬ 
patched to Mr. Hawtrey and to me. Mr. Hawlrey showed himself 
a true friend in the amount of trouble he took. The corre¬ 
spondence was voluminous and outlasted the publication of the 
book (January iqsb). He made acceptable criticisms of detail 
and also criticisms of principle. At first it seemed to Keynes 
that they were not far apart on the issut^s where the^y disagreed. 
Most patient efforts were made by each to convert the other. 
They did not come nearer. Towards the close of the correspond¬ 
ence it was borne in upon Keynes with a force that he could 
not resist that Hawtrey, brilliant mind that he was, had also 
misconceived the main purpose of the arguments. It was a severe 
disappointment. 

I too subjected him to a heavy bombardment. The pile of 
notes and letters is before me. I had forgotten how large it was. 
My comments poured in from Oxford, from London, from St. 
Ives (Cornwall), from LandN End, and again from London, and 
again from Oxford- These comments were composed with 
fervour, in a strain of ardent admiration and with a sense of his 
mighty achievement, but also with a persistent and implacable 
2eal to convert him on certain points. Numerous detailed 
amendments were proposed. There was one main line of attack, 
the vehemence of which must have sorely tried his patience. 
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was a dreadful moment when he wrote to say that he 
stlspccted I had not understood. I set to work with the utmost 
speed — I knew how much his spirit had been tried by repeated 
misunderstandings — and wrote a precis of his main theory in my 
own language, which won an immediate withdrawal of his charge. 

My main endeavour was to mitigate his attack on the classi¬ 
cal ” school. I agreed with him that there was a woeful gap in 
the traditional theory of unemployment and that the root of the 
matter was an incorrect theory of interest; where I differed was 
in regard to his allegation that the traditional theory of interest 
did not make sense. It seemed to me that tlxis was pushing his 
criticism too far, would make too much dust and would give rise 
to irrelevant controversies. I supplied a diagram purporting to 
reconcile the classical theory with his theory, and he incorporated 
this in the volume — the only diagram in it! While he agreed 
with the traditional view that there was a tendency for “ the 
marginal efficiency of capital ” to be equal to the rate of interest, 
he thought that in some way the classical writers had showp 
confusion by treating the marginal efficiency of capital and the 
rate of interest as one and the same thing. It seemed to me then 
— and still seems so — that he was himself in some confusion 
about what the classical position really was; that he had not 
fully thought it through. He had propounded the old doctrine 
in successive courses of lectures in Cambridge before 1914, but 
there may have been a gap in his armoury. He used to ask for 
chapter and verse for adequate classical expositions of the subject, 
and these were hard to find ; in a well-established system of 
thought certain things are taken for granted. I believe that this 
confusion can still he traced in certain passages in the Geneial 
Theory^ where he criticises the views of the classical school, and 
claims for his definition of the marginal efficiency oJ' capital 
more originality than can be accorded to it. His stress on the 
importance of expectations in this connection is, of course, wholly 
praiseworthy. 

The General Tkeofy, as its name implies, is basically an analysis, 
in terms of fundamental economic principle, of the causes of 
unemployment.^ It was difficult to find in the standard treatises an 
explicit account of what determined the general level of employ- 

* I wrot(* a summary account of the doctrines of the General Theory^ for considera¬ 
tion by professional economists, in an article entitled “ Keynes and IVaditional Theory 
(Ecommetnea^ January 1937). This was reprinted in The Mew Economics edited by 
IVofessor S. E. Harris. Keynes gave this article his blessing. 
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ment, as distinct from the relative amount of employment pr<K 
vided by particular trades. He was concerned with unemployment 
over and above what may be called “ frictional unemployment, 
viz. that due to the passage of men from job to job or from 
industry to industry. It can be said, however, that there was, 
in the traditional theory, an implicit doctrine of employment, 
namely, that in the case of the labour market, as in that of other 
markets, the price of labour tended to be adjusted to a level at 
which all labour would find employment. It was recognised 
by the classical writers, as by everyone, that the price of labour 
might not be freely adjustable. The logical corollary of the 
classical position was that, if there was unemployment (other 
than frictional, transitional, etc.), that was a sure sign that 
labour, organised in Trade Unions or otherwise, was refusing 
to accept a wage sufficiently low to secure full employment. 
Classical writers might admit that in some cases labour was well 
ad\dsed to do this, since it might be better to have a fringe of 
unemployed than a reduction in the general standard of li\ing ; 
none the less, fundamentally, a refusal to accept lower wages 
was the cause of the excess unemployment. The further corol¬ 
lary was that, if labour consented to reduce wages sufficiently, 
employment would rise tc) the level of full emplo) ment. Keynes 
disagreed all along the line. He did not think that the high 
wage was the cause of unemployment or that lowering the wage 
would — subject to what is said below — increase employment. 
Thus the implicit classical diagnosis was wrong about a most 
important matter, and pointed to wrong policy. It is quite true 
that economists of the traditional school might agree that at a 
particular juncture it would be impolitic or even undesirable to 
press for a fall in wages, and be prepared to consider all 'Jiorts of 
other temporary expedients for stimulating employment. Yet at 
the back of their minds they would always have the thought that 
they were dealing in palliatives and not with the real evil, and 
this was bound to colour their proposals. Keynes denied that an 
attempt to reduce wages was dealing with the real evil at all. 

In modification of this, he fully recognised that a particular 
country with substantial foreign trade could gain employment by 
reducing wages and costs, always provided that other countries 
did not follow suit; thereby it would be able to underbid foreign 
producers and capture markets at their expense. In this he 
agreed with classical thought; but he disagreed in that he held 
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that this manoeuvre would not tend to add anything to employ¬ 
ment in the world as a whole. Secondly, he held that a fall in 
wages might stimulate employment, if it was expected to be 
followed by a rise in wages; for this would stimulate some to 
make hay while the sun shone. As against this, however, a reduc¬ 
tion in wages under pressure, which most believed to be but the 
first step in a long grinding process of wage reduction, would 
increase unemployment. Thirdly, his own doctrine entailed that 
in the long run a wage reduction might increase employment 
by a roundabout process, viz., by the fall in wages and prices 
leading to surplus cash holding, which, in turn, might stimulate 
a rise of prices on the Stock Exchange, which, in turn, might, 
through the reduction in the effective rate of interest, stimulate 
capital outlay. This was a different line of thought from that 
of the old orthodoxy. He pointed out that precisely the same end 
result could be achieved much more easily by the banking system 
providing a little extra cash. He had some further minor conces¬ 
sions to the view that a wage reduction might increase employment, 
which were not of ciuanlitative importance. His mode of refuting 
the classical view on this point was to establish his own positive 
theory. This was that if, in a state of full employment and of 
the full income-earning associated therewith, the total saving of 
the community would be greater than the capital outlay desired, 
there would not be full employment. Employment, and thereby 
total income-earning, would be established at a level at which 
the amount saved did not exceed desired capital outlay. 

It is necessary to make a brief digression on his change of 
terminology. He abandoned the definitions which he had 
supplied in the Treatise^ whereby one might talk of saving as 
exceeding or falling short of investment, and insisted on the 
book-keeping identity of the two. This represented what I 
believe to have been, on the whole, an unhappy victory of pro¬ 
fessional economists over laymen. The layman, in my judgment, 
understood well enough what Keynes meant when he said that 
saving might exceed investment, but professional economists had 
misunderstood him hopelessly. They thought that this excess 
entailed an increased propensity to hoard money in idle balances, 
or that the excess of investment, if there was one, could only occur 
through the creation of additional credit by the banks. All this 
had nothing to do with Keynes* Treatise doctrine and hopelessly 
confused the issue. Economists, long used to seeking for causal 
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factors in changes in the volume of bank credit or velocity of 
circulation, would not open their minds to the fact that someone 
might really want to look at the matter in a different way, Keynes 
pointed out that extra credit created by the banks must be exactly 
equal to the extra hoarding of bank balances — so that these 
two forces cancelled each other out. One might meet Keynes* 
point by raising the question whether people would have wished 
to add to their balances if the banks had not provided extra credit, 
and so on, into a hopeless maze of hypotheticals and sophistical- 
tions. “ The wild duck has dived down to the bottom — as 
deep as she can get — and bitten fast hold of the weed and tangle 
and all the rubbish that is down there, and it would need an 
extraordinarily clever dog to dive after and fish her up again.” * 
Since there was a marked reluctance to adopt his own defini¬ 
tions of income and saving, which made sense of his Treatise theory, 
he thought that the only way to extricate himself from the tangle 
was to revert to the plain, straightforward book-keeping usage, 
by which saving and investment must necessarily be equal. 
Consequently, he could no longer say that in any circumstances 
saving would be unequal to investment. What happened then 
if producers, blindly disregarding the fact that at full employment 
saving would be greater than desired investment, chose to produce 
so much as to give full employment ? Saving would in fact still 
be equal to investment. But the excessive propensity to save, in 
relation to investment opportunities, would compel producers 
either to accumulate unwanted stocks or sell at prices which they 
deemed inadequate. The unwanted stocks would constitute 
investment; if prices were so low as to entail losses, these would 
have to be deducted from the savings of the community at large; 
on this basis investment would be equal to saving. But the 
position would clearly be one of disequilibrium; it was the 
kind of position investigated in the Tieattse\ accumulating stocks 
and inadequate prices would lead to a reduction of orders and 
growing unemployment, and this process would continue until 
stocks ceased to accumulate and marginal production received 
an adequate remuneration. An equilibrium would be reached 
at which saving would balance investment without avoidable 
loss having to be subtracted from the former, or unwanted accre¬ 
tions of stock to be added into the latter. This equilibrium was 
of supreme importance. In the Treatise we only get an analysis 

* 7 he General Theory of Employment^ Interest and Mon^, p. 183. 
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af the economy when it is out of equilibrium and in a itate of 
movement; the excess of saving gives a downward propulsion, 
the excess of investment an upward one* It is implied that there 
will be an equilibrium at a point where there is not an excess of 
either; but nothing is stated about what the relation of this 
equilibrium would be to a condition of full employment. There is 
no analysis —* although hints may be found —- of a condition of 
equilibrium with persistent unemployment. This is where the 
General Theory breaks new ground; it is an analysis of the possi¬ 
bility of stable equilibrium with high unemployment and no 
natural forces tending to redress it; a fall in wages will not avail. 
Employment is determined by total effective demand depend¬ 
ing on the propensity to consume and the propensity to invest. 
From the propensity to consume the multiplier ” is derived; 
there is a certain amount of investment which the economy wishes 
to undertake, and this, together with the multiplier, determines 
how much employment there will be. which may be loo per cent of 
full employment, 50 per cent, or any other figure. Only an increase 
of investment or an increase in the propensity to consume can 
raise the level. All alleged cures for unemployment can be 
judged exclusively by their effect on the propensity to invest or 
the propensity to consume. 

We have not yet reached the heart of Keynes’ quarrel with 
traditional theory. In that theory there is an important equili¬ 
brating mechanism, namely, the rate of interest. If at full employ¬ 
ment there is any tendency for voluntary saving to exceed 
voluntary investment, the rate of interest will decline and thus 
sufficiently stimulate investment (and perhaps discourage saving) 
to close the gap. It was Keynes’ central contention that the 
rate of interest docs not do this trick. At this point Keynes 
introduced the concept of liquidity prefi^rence. Wealth owners 
alw^ays have a choice among the assets which they can hold; 
not only new savers, but also all the savers of the past, can review^ 
their position every day and decide to rearrange their assets. 
Some assets, such as wheat, have a disadvantage in that substantial 
storage costs are entailed; others, machines or houses, have the 
manifest advantage of providing, with luck, an annual yield; 
others have the advantage of liquidity, namely, that there is 
always a ready market for them. Money (cash or bank balances) 
has a low storage cost; ^ it has no yield, but very good liquidity. 

* In a community with a banking system this may be reckoned as nil. 
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Now the rate of interest on bonds, on which the risk of non^ 
payment is negligible, serves as an exact measure of the market’s 
evaluation of the advantage to be derived from the liquidity of 
money compared with that of a bond. The bond, which is a 
promise to pay money, differs from money itself solely in its lower 
degree of liquidity, and the premium it carries must therefore 
measure its defect in that regard, since money and bonds are 
freely exchangeable for one another. If the rate of interest rose 
above the level thus determined, holders of money would demand 
bonds in exchange for it, causing the price of bonds to move up 
and the rate of interest to move down, until it reached that level. 
Whatever the propensity of the community to save may be, no 
one will create new assets of which it is reckoned that their pro¬ 
spective advantages, measured in money, add up to less than the 
yield of bonds. An increased propensity to save will have no 
tendency in itself to alter the relative advantage of holding money 
as compared with the holding of a promise to pay money; there¬ 
fore it will not alter the yield of bonds (which is the rate of interest). 
But since before this change of propensity, men of enterprise would 
have decided to create all the physical assets, whose prospective 
net advantages were not less than the yield of bonds, the increased 
propensity to save will have no tendency to stimulate capital 
outlay. Thus the decreased propensity to consume will not be 
balanced by an increased propensity to invest. Rather the other 
way; for the lower consumption may reduce the prospective 
net yield of physical assets which previously seemed just worth 
ordering and tilt the case against them, thus reducing the pro¬ 
pensity to invest. 

This liquidity advantage of money is not the same in the minds 
of all individuals; it depends for each on his particular prospects ; 
it also depends on the judgment of each about the prospective 
selling value of bonds at future dates. Consequently liquidity 
preference cannot be set down as one definite value for all, but 
must be regarded as a schedule ”, showing the different prices 
that various individuals set upon having a little more liquidity; 
this schedule is analogous to the ‘‘ demand curve ”, which shows 
the different prices that various individuals are prepared to pay 
for extra motor-cars or for extra wireless sets. In this market 
for bonds, which is the reverse side of the market for money, as in 
other markets, the marginal buyer or holder is all-important. 
If the quantity of money is increased, a larger number of those 
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who have strong liquidity preference can be satisfied and the 
preference of the marginal holder will be less strong; the rate of 
interest corresponds to the preference of the marginal holder. 
This shows very clearly how the banking system can ajfTcct 
the rate of interest; by providing more, or less, money it can 
shift the margin. Thus, according to this doctrine, the rate of 
interest is not directly affected by the balance between savers 
and those who want to make capital outlay ; it is affected by the 
balance of advantage in holding money as compared with other 
assets. 

Yet there must be something which secures a balance between 
the desired volume of capital outlay and the volume of savings. 
According to Keynes, the equilibrating mechanism is the level 
of employment. If under the influence of liquidity preference the 
rate of interest is such that, when there is full employment, the 
amount which people will desire to save exceeds the amount 
which entrepreneurs of one kind or another desire for their 
capital outlay, redundant slocks will appear and profits will 
be inadequate, and the consequent reduction of orders will 
drive the level of employment downwards until a level of relative 
poverty is reached, at which the totality of what individuals 
desire to save no longer exceeds the amount for which business 
has a desired outlay. This is the central doctrine of employment. 
I cannot at all agree with those who suggest that it is the old 
story with minor modifications. To my judgment it is quite a 
new slory. 

It would seem From the loregoing that money is the nigger in 
the wood-pile. Tlie idea has suggested itself that, if only the 
beautiful liquidity ol‘ money could somehow be destroyed and the 
advantage of holding it thus reduced^ the rate of interest on 
bonds would fall to a lower level, so that wealth holders would 
be more ready to hold or create other assets with a lower net 
yield. Keynes accordingly had a good word Ibr Gesell and his 
proposal for a stamped money which would depreciate over a 
period of time. He thought that this proposal should be taken 
seriously. He pointed out, however, that the root problem could 
not be solved in this way, since other assets, such as jewels and 
land, might be found to have good liquidity value, and these in 
their turn would compete as assets wdth motor factories or power 
stations and prevent investment in the latter, if their prospective 
marginal yield was below a certain level. 
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One by-'product of these doctrines was the re-integration <d 
the general theory of economics with monetary theory. Prior 
to this publication it seemed that those who discussed general 
economic theory, namely the supply of and demand for com¬ 
modities and factors of production and their particular prices, 
were living in a different world from those who discussed banking 
policy and the general level of prices. 

We have all of us become used to finding ourselves sometimes on 
the one side of the moon and sometimes on the other, without 
knowing what route or journey connects them, related, apparently, 
after the fashion of our waking and our dreaming lives. 

One of the objects of the foregoing chapters has been to escape 
from this double life and to bring the theory of prices as a whole 
back to close contact with the theory of value. The division of 
Economics between the Theory of Value and Distribution on the 
one hand and the Theory of Money on the other hand, is, I think, 
a fake division. The right dichotomy is, 1 suggest, between the 
Theory of tlie Individual Industry or Firm and of the rewards 
and the distribution between different uses of a given quantity of 
resources on the one hand, and the Theory of Output and Employ¬ 
ment as a whole on the other hand.* 

The book is mainly concerned with the development of these 
central ideas. Parts of it are taken up with the elaboration of 
some rather rigorous definitions (as, for instance, that of income) 
appropriate to a work designed to be a statement of first principles.^ 
In the later portion Keynes indulged in some reflections prompted 
by his new findings. In these he may have allowed himself to 
be carried too far by the exhilaration due to emancipation from 
old fetters. He finds, for instance, in Malthus a precursor of 
his own theory of effective demand I cannot believe that 
Malthus, splendid as he was as a population theorist, contributed 
much of value to economics, in which he was always muddled. 
Again, in Keyne*^’ handling of the mercantilists, he appears to me 
to have seized on isolated passages to find wisdom that was not 
really there. “ Roy strongly objects to Chapter 26 he wTote to 
Mrs. Robinson, ‘‘ as a tendentious attempt to glorify imbeciles "'A 
I have been occupied for several wrecks ”, his letter to Mrs. 

* The General Theory of Emfiloyment^ Interest and Money, pp 292-3 

* The definition of “ user cost ” set out in this passage does not appear to have 
become popular. 

3 Ultimately chapter 23. 

^ Letter from J. M. Keynes to Mrs (Joan) Robinson, 3rd September 1935. 



%Mft 6 YUmT, INTEREST AND MONEY 461 

Robiason proceeded, in somewhat re-writing Book I and com* 
pletdy re-writing Book II, In the case of Book II practically not 
a word of the version you have read has been left standing/’ He 
worked hard in response to criticisms! 

The practical policy which flowed from the theory was clearly 
that the banks should supply a sufficient quantity of money and 
influence interest rates by all means at their disposal, in such 
wise that they would stand at a level that would stimulate as 
much new capital outlay as was required to absorb the savings 
that would occur when the economy was fully employed. He did 
not, however, suppose that a solution of the unemployment 
problem could be achieved by banking policy alone. Tha^t 
weapon would not be powerful enough by itself to overcome the 
tendency of the economy to oscillate. He therefore held, pushing 
further forward liis earlier views as to the expediency of public 
works, that the central authority must also have ancillary means 
of controlling the total volume of investment. Since public 
utilities and housing were the large users of capital, if the central 
authority could sufficiently influence the pace of investment in 
these, it could probably allow freedom in the main run of industry; 
and even where there had to be supervision over the volume of 
capital outlay, he always preached that this should be done in such 
a way as to exploit individual initiative to the full. If, as time went 
on, it proved difficult to find sufficient outlets for capital, the pro¬ 
pensity to consume should be stimulated by distributing incomes 
more equally. Subject to these qualifications, he w^as in favour 
of the greatest possible freedom and furnished a notable reminder 
of the advantages of individualism.* 

His aim in writing this book, many passages of which are 
difficult, was to convert his professional colleagues. He judged 
that a direct appeal to the people would be in vain, unless it 
could be reinforced by the majority of economists speaking with 
one voice. Despite all the trials he had endured, he remained 
confident of his ultimate power to convert the world to his way 
of thinking. He believed, furthermore, that, when this conversion 
was effected, there would be a great revival of courage and faith 
in the possibility of realising ultimate social values. Men would 
rejoice in the prospect of being able, after all, to cure the great 
social evils of unemployment and poverty without having to 
endure the oppressive alternative of state socialism. The trend 

* Ihiti. pp. 380-81. 
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of thought of progressives would be strongly affected, aji 4 the 
old dogmas abandoned. 


J. Af. Keynes to Mr. George Bernard Shaw^ xst January 79^5 

Thank you for your letter. I will try to take your words to 
heart. There must be something in what you say, because there 
generally is. But I’ve made another shot at old K. M. last week, 
reading the Marx^Engels correspondence just published, without 
making much progress. I prefer Engels of the two. I can see that 
they invented a certain method of carrying on and a vile manner 
of writing, both of which their successors have maintained with 
fidelity. But if you tell me that they discovered a clue to the 
economic riddle, still I am beaten — I can discover nothing but 
out-of-date controversialising. 

To understand my state of mind, however, yoti have to know 
that I believe myself to be writing a book on economic theory 
which will largely revolutionise — not, I suppose, at once but in 
the course of the next ten years — the way the world thinks about 
economic problems. When my new theory has been duly assimilated 
and mixed with politics and feelings and passions, I can’t predict 
what the final upshot will be in its effect on action and affairs. But 
there will be a great change, and, in particular, the Ricardian 
foundations of Marxism will be knocked away. 

I can’t expect you, or anyone else, to believe this at the present 
stage. But for myself 1 don’t merely hope what I say,*- - in my own 
mind I’m ctuite sure. 

More than ten years have passed. The influence of the book 
has been great. But its effect on feelings and passions has in¬ 
evitably been somewhat different from what might have been 
anticipated in 1935. Then the doctrine pointed to measures 
of expansion, to boldness and daring in expenditure upon many 
things that would improve the lot of the people — but there has 
been the war. Since its outbreak the doctrines have pointed in 
the opposite way, namely, towards economy and a cutting down 
of all inessential investment programmes. 

Keynes certainly claimed to be promoting a revolution of 
thought. The more comprehending critics have had some doubt, 
on the ground that his main work did no more than substitute 
one system of concepts for another. In the physical sciences 
some crucial test is usually available to decide between conflicting 
theories. If Keynes was really to be successful, he should have 
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been abk, it is argued^ to refute, say, Mr. D. H. Robertson, by 
showing a set of facts which the Keynesian doctrine would fit, 
while tlxe older would not. Unhappily the state of economics is 
not so advanced. It is true to say that the Keynesian scheme 
consisted in essence in a set of new definitions and a re-classifica¬ 
tion. He asked us to look upon the multifarious phenomena 
of business life, and order them in our minds in a different way. 
In a certain sense one cannot dogmatically affirm one way to be 
right and the other to be wrong. Unless there is a logical flaw 
in one classification or another, it should be possible to sort out 
the facts so that they fit into either. Each classification must be 
judged by the ease with which the facts can be fitted and by the 
ilhimination one receives when examining the facts thus classified. 
One can only judge the alternative systems by using them in 
relation to various problems and situations. It is by actual use 
and application, not by logic, that Keynes has been, and will, I 
am confident, continue to be, triumphantly vindicated. The 
real defect of the classical system was that it deflected attention 
from what most needed attention. It was Keynes’ extraordinarily 
powerful intuitive sense of what was important that convinced him 
that the old cLissificalion was inadequate. It w^as his highly 
developed logical capacity that enabled him to construct a new’ 
classification of his own. It look him ten years to do so. 

The lac k of appreciation by some of the older school of econo¬ 
mists may have followed naturally from their method of approach.* 
They turned over his pages in a somewhat critical spirit, seeking 
aspects of the truth which they had neglected. They found that 
Keynes made certain points very effectively. He stressed the 
importance of expectation in determining present values. Yes; 
this w as a point which had always been in their minds, but which 
he was probably quite right in saying that they had not stressed 
sufficiently. A mental note was made. Then again, there was 
his elaborate analysis of liquidity preference. Here certainly w^as 
something interesting. Reference to what he had in mind had 
sometimes been made in the discussion of velocity of circulation. 
But he was certainly right in holding that all this should be much 

* Judging from Piofessor Pigou’s appreciation of Keynes in the King’s College 
brochure, a notable and generous contribution from an economist of great eminence, 
who disagreed wilh Keynes on many points, I was inclined to rank Pigou among 
the older school of eronomists in the sense intended in the text. Since then, 
however, he has delivered two lectures on Keynes (published bv Messrs. Macmillan 
& Co., 1950) which show a much deeper appreciation of Keynes’ contribution. 
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more heavily stressed. These points might be jotted down for 
incorporation in the relevant sections of next year’s lecture notes. 
Generous recognition should be accorded to Keynes for ‘‘ illumin¬ 
ating with strong light certain aspects of economic analysis whose 
vital significance for practice had not been seen before.” * These 
were perhaps the principal novelties they found, along with a 
host of detailed matters. Now these points, interesting and 
illuminating as they were in the relevant context, could by no 
means be deemed to overthrow that great structure of economic 
analysis, which had been refined and improved upon and taught 
for a century. It was altogether lacking in proportion to claim 
for them that they constituted a revolution. I suspect that it was 
in some such w^ay that the minds of the older school worked. 

This inevitably entailed too low an estimate of his work. It is 
quite true that in themselves and in a given context the theories 
mentioned may be regarded merely as special improvements of 
the established corpus of doctrine. But that is not the point. 
Keynes deemed — and the whole issue turns on this — that by 
taking up these special points, he could completely reorganise the 
whole system of economic concepts required for the consSidcration 
of the l^vcl of output as a whole. A small clue made possible a 
mighty revolution in all our terms of thought about this subject. 
Classification in economics, as in biology, is crucial to the scientific 
structure. It is not by the intrinsic importance of the considera¬ 
tions which gave him his points of departure that he must be 
judged, but by what he achieved when he made the departure. 
The older school were concerned to argue that these new con¬ 
siderations could perfectly well be accommodated witlrin the old 
conceptual framework. Of course they could be. These critics 
inferred that a new conceptual framework was uncalled for. Such 
an inference was fallacious. The splendid thing about these new 
considerations, it matters not whether we consider them as minor 
or major, was that they suggested a new conceptual framework, 
which has enabled us to transform all our thinking about the level 
of output as a whole. 

The history of economic science, which is still in an early 
phase of development, has laigely been the history of the forma¬ 
tion of appropriate concepts. Our thinking about economic 
matters was revolutionised, for instance, when it was pointed 
out that all the multifarious costs of production could be grouped 


‘ Tigou, John Maynard (King’s College), p. 22 
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exhaustively uader the tliree heads of land, labour and capital. 
This made immense progress possible, and the whole of classical 
economics was based upon this classificatory improvement, 
Keynes’ classification provides a new method of classifying the 
forces determining the level of output as a whole. In the old 
system, thought about this, when it was fundamental, consisted 
in applying to the general equilibrium of output concepts such as 
marginal cost and marginal utility, which were well-tried tools 
for analysing the levels of output in particular industries or firms. 
Instead Keynes provided the concepts of propensity to consume 
and propensity to invest and schedules of effective demand based 
upon them. The idea that supply creates its own demand dis¬ 
appeared ; so also did the idea that unemployment is primarily 
due to unwillingness to work for sufficiently low wage rewards. 

Keynes' classification lias now been tested in use for a number 
of years. I am confident that those who have become accustomed 
to It will never wish to give it up for the old scheme of thought. 
It gives a sense of immense release. Of course, it has many serious 
pitfalls; but so lias the old scheme. Where, so it seems to me, 
the older generation has been at fault has been in not judging 
the new system primarily by the test cT using it. It may both 
be true that many things said by Keynes had been said, or could 
have been said, in the old terminology, and that his scheme has 
tempted its users into certain errors, and yet remain also true that, 
on the whole and on balance, his scheme is far supciior. The older 
generation of cconomisls looked at the new mode) car from the 
curb of the pavement and pointed out all sorts of features which 
they thought unsatisfactory; but they lacked the courage to get 
into it and drhe away^ in it; had they done scs, they would not 
have wished to return to the old make. 

Thus the real test of the General Theory^ although this may 
seem odd to students cT other branches of science, is neither 
logic nor fact, but convenience in use. It may be taken for granted 
that the logical structure is correct. It has now been used for 
teaching in universities in many parts of the world, and this is 
a searching test, as those who conduct seminars know well. Dis¬ 
tinguished economists have continued to use it in their thinking. 
It has been proved viable. Even opponents have also, in some 
measure, slipped into using it. “ Those of us who disagreed in 
part with his analysis have, nevertheless, undoubtedly been 
aficeted by it in our own thinking ; and it is very hard to icmember 
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exactly where we stood before. Not a little of what we now 
believe ourselves to have known all along, it may well be we 
really owe to him (Professor Pigou).^ 

In public life it has played an even more important part. It is 
implicit in the thought of those who have to plan or assess ten¬ 
dencies towards an increase or decrease of employment, inflation 
or deflation, whether they be the advisers to the President of the 
United States, or the authors of the British luonomu Survry. It is 
implicit in these studies on both sides of the Atlantic that employ¬ 
ment will depend on an effective demand, springing from propensity 
to comsume, propensity to invest and Government expenditure. 
These reports do not use this division merely foi purposes of 
statistical classification of past facts, but as a mode of gauging 
the forces making for employment. Had they used twenty-five 
years ago the language which they now boldly use, economists, one 
and all, would have assumed a supercilious smile and insisted that 
their diagnosis was entirely superficial. If you increase invest¬ 
ment or Government expenditure, that can only be at the expense 
of something else. If there is unemployment, you must consider a 
reduction of wages; otherwise you will meiely make confusion 
worse confounded. As an ancillai'y measure you should encourage 
all-round economy by precept and example, as that will always 
help to tone up the economic system.” It is sometimes claimed 
that economists of the traditional school w^ere already moving 
away from these old practical maxims; in so far a> they did so, 
it was really against their own doctrines. 

It is fitting to draw attention to the tremendous intellectual 
feat involved in achieving a new^ workable classification. How 
many economists have tried and failed ! To put the matter cfuite 
bluntly, I believe that the future historian of economic thought 
will regard the assistance rendered by Keynes on the road of 
progress as far more important than that of his revered master, 
Alfred Marshall. He seems, to my judgment, to stand rather in 
the same class as Adam Smith and Ricardo. In logical piecision 
and penetration he was much superior to Adam Smith, in lucidity 
of writing to Ricardo. It must be confessed, however, that he did 
not produce a book which will survive as well as the Wealth of 
Nations, Many of his passages should be as durable as anything 
in Adam Smith, but they are scattered among works, no one of 
which gives a complete rendering of his mind, and parts of each of 

* op a/, p 22 
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which will seem to the future student out of date for diverse 
reasons. This presents a difficult problem for a scholarly editor. 
There should, in due course, be a complete edition of the works. 
In addition there is needed a very clever selection, bringing into 
one or two volumes what it is essential to the student to know. 
It would be a great loss if Keynes’ ideas were only studied at 
second-hand through their expositors, not only because he had a 
highly individual and elegant style as an economist — different 
from his popular style — which it is a pleasure for the professional 
to read, but also because his writing has a depth and recognition 
of the qualifications pertaining to any abstract doctrine, which 
nothing but the original text itself can convey. 

Keynes loved the truth and hated the slipshod, and it would 
be unbecoming in a biographer to use exaggerated terms of praise. 
While, therefore, I put him in a class with Adam Smith and 
Ricardo, I express doubt whether his star, as an economist, was 
quite of their magnitude. Yet perhaps that is not the last word 
that can be said. One may go further, not in assertion, but in 
raising a question for the future to decide. Considering his 
great range of powers outside economics, his distinguished per¬ 
formance in logic, his depth of psychological insight, his literal^ 
power and his great versatility, may we not take his own dictum 
that “ Ricardo was the greatest mind that found economics 
worthy of its powers ”, and substitute for the word Ricardo the 
word Keynes ? 

By way of reaction from such thoughts, this may be the 
appropriate place to consider the failing for which he has been 
most widely criticised - - that of inconsistency. It must be placed 
on record that this charge has been brought not merely by a rabble 
of detractors, but by many men of judgment, who were in a good 
position to know. The evidence is both extensive and weighty. 
As against this, I am bound to add that I cannot confirm the 
charge from my own experience, which consists of fairly regular 
contacts with him during twenty-four years and exhaustive 
research into his papers and published works. My own impres¬ 
sion is quite the contrary. I detect a most remarkable consistency 
in the development of his theories and practical proposals, from 
his early studies in the Indian currency to the General Theory and 
Bretton Woods. It is, of course, true that during all this time 
his thought was undergoing an evolution. If it is deemed incon¬ 
sistent in Darwin to have thought differently about the origin 
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at species when a schoolboy and in his mature years, cadit gmesH^. 
Considerable periods often elapsed between my opportunities 
seeing Keynes, and in the interval important books might appear 
or public events take place. I almost always found that I knew 
quite well what his view would be, and did not have to write and 
ask him. In reading his published worLs I often had the feeling 
I already knew what he was saying, although the reviewers 
^sometimes displayed astonishment; this was simply because I 
knew his earlier views well, and what followed was a natural 
development from them.^ His consistency, it is true, was that of 
an original mind moving rapidly forward, and, therefore, has a 
different character from the consistency of one who is content 
to go through life propounding an established orthodoxy. To be 
consistent when one is striking out on new paths is a rare gift 
and implies a double dose of the virtue. I do not recall within 
my experience any notable instances of Keynes’ inconsistency. 
There are, however, aspects of his life with which I was not in 
touch, and the charge is too widespread to be neglected. 

It may, however, be to some extent explained — and perhaps 
explained away. In the first place, he certainly had a tendency 
in general conversation to epater le bomgeoi^. He liked to lake an 
opposite* point of view, in order to provoke discussion. He often 
pushed certain theories to a point of extravagance. Another 
failing may be mentioned in this connection. He cultivated the 
appearance of omniscience. He held forth on a great range of 
topics, on some of which he was thoroughly expert, but on others 
of which he may have derived his views from the few pages of a 
book at which he had happened to glance. The air of authority 
was the same in both cases. 

A second cause of the criticism is, without doubt, that many 
who listened to his quick and clever talk on economic subjects 
were wrong in supposing that they understood his drift. Or 
they may have understood the actual content of his pronounce¬ 
ments without understanding his gremnds for them. Then, some 
months later, they might meet him again, and his drift might 
seem to be in the opposite direction. Since, especially in the period 
from 1926 to 1935, there were only a few experts who understood 
his deeper thoughts on economic topics, it would not be surprising 

^ I his is confirmed by Mr KahnN experienc<, who informs me that in practical 
questions relating to the bursarship of King’s, be was usually able to predict correctly 
what Keynes would think about some new development or item of news before he 
had had the opporturuty of consulting him 
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that matiy shotild attribute to inconsisteacy seeming contradictions, 
which were really due to their own failure to understand him. 

Thirdly, in most controversial matters he was keenly alive to 
the arguments on both sides of the question. He might put the 
argument now on one side and now on the other to correct the 
bias of his interlocutor. Yet, a third party listening on two 
occasions might attribute this variation to inconsistency. When 
I first received my appointment at Oxford, a sage senior informed 
me that the most important function of a don was to make his 
pupil see that there were two sides to every question. Keynes 
was also a don. 

Fourthly, he was essentially practical and when convinced 
that the door was firmly barred against the best solution of a 
problem, he readily sought another one. It might be a pi^ aller^ 
but that was better than a stalemate. For some, consistency 
involves pressing the same solution through thick and thin, just 
because it is the best solution, whether there is any hope of its 
being adopted or not. To go over to a less good solution, which 
may be accepted, seems a betrayal. A notable instance of this 
was Keynes’ veer towards Protection in and after 1930. Free 
Trade, he continued to think, would have been better if only 
certain remedies could be applied to the unemployment problem. 
But w’^hen he was denied one after another of these remedies, he 
went over to an inferior alternative. 

Another instance is his reversion towards Free Trade at the 
end of his life. From 1930 onwards he had become more and more 
convinced of the impossibility of adequate international planning, 
and accordingly moved further towards the view that a national 
full employment policy would require some measure of planned 
foreign trade. In itself this was not desirable; it w'as an 
instance of a pis aller. It was his actual experience of the co¬ 
operative spirit of the Americans, whose attitude was of no little 
importance in this connection, and their willingness to temper 
their principle of non-discrimination by all manner of safe¬ 
guarding expedients, that made him veer back to favouring an 
open international system. So it came that we had the paradox 
of his rebuking me, who had been far ‘‘ sounder ” on the open 
trading system than he during the intervening years, for not 
giving enough stress in my pamphlet (1946) to the principles 
underlying the International Trade Organisation.^ Flis American 

* bee p. 620 below. 
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negotiations persuaded him that the better way was open to us, 
and he accordingly reverted to the advocacy of it* Such practical 
inconsistencies, if that is the right word for them, do not imply 
inconsistency of mind. 

He was very quick to grasp tiie import of moving events in 
this changing world of ours. Some bit of news might make him 
despair of a particular recipe. His speed of thought and adapta¬ 
tion was so great as to seem unnatural, and others who could not 
keep pace or understand what was going on attributed them to 
an intellectual or a moral defect. 

Fifthly, it must be admitted that Keynes himself might not 
have wished to rebut the charge of inconsistency.^ He was in 
pursuit of truth. The traditions of ‘‘the Society’’ and his own 
personal courage tended in the same direction. He was entirely 
free from the anxiety, which is a besetting sin of statesmen and 
scholars alike, not to be detected in contradicting what he had 
said on some previous occasion. “ Every morning he used 
to say in this connection, “ I wake up as innocent as a new-born 
babe.” This does not, of course, mean that he was less consistent 
in his thinking than anyone else, but only that he was prepared 
to be inconsistent in utterance, if his thought required it, and 
that he did not modify his thought, either deliberately or by 
self-deception, to make it square with earlier recorded statements. 

A sixth point is connected with his optimism and his pessimism. 
By nature he was always buoyant; his natural tendency was to 
take the brighter view. His intellect, however, discerned more 
keenly than many others the ghastly mistakes that were constantly 
being made. He may have exaggerated, owing to his remorseless 
logic, their evil eirccts. Thus an interlocutor might find him in 
his natural mood of optimism, or, alternatively, suffering from the 
snock caused by a vital error on the part of the authorities. As 
the years wore on, he learnt from experience that nature is strong, 
and that society somehow survives a series of abysmal errors, 
which logically should lead to perdition ; thus his native optimism 
was confirmed by experience, and in later days he was more 
criticised for being too optimistic than too pessimistic. There is 
no doubt that he was sometimes one and sometimes the other, 
I do not know if this should properly be regarded as an instance of 
inconsistency. Ever)^ man may be allowed his moods. And, 
once again, we have the point that he may have sought to correct 
* Cl. the wording of his letter on p. 445 above. 



A«t.s«] EMPLOYMENT, INTEREST ANB MONEY 471 

the bias of his interiocutor. Sir Hubert Henderson, a consistent 
pessimist in later years, is of the opinion that Keynes erred on the 
side of optimism in this period. Yet Keynes devoted tireless energy 
to explaining to the British Civil Service (and the Americans) tliat 
Britain would by no means be able to afford to behave as a rich 
uncle when the war was over, and that her trading difficulties 
would be immense ; indeed he literally wore his heart out during 
his last years in devising means for solving our problems and per¬ 
suading others how grave they would be. His sense of their 
gravity spurred him on anew to endeavours that were beyond his 
physical powers. A witness recalls that when staying with Mr. 
Churchill during the war, he explained that the post-war problems 
would be quite soluble with a little wise management; Mr. 
Churcliill need not suppose that the nation would be overborne 
by them. Was he wrong to present this brave face to our leader ? 
With wise management, indeed, things might not have turned out 
so badly as in fact they have done. But in private life he was in 
the habit of saying, when people complained of war-time austeri¬ 
ties, that these were nothing to what we should have to suffer whon 
the war was over. Was all this inconsistent ? 

He displayed certain traits of inconsistency in his attitude to 
people — but this is probably not what his critics have in mind, 
lie used to make sharply adverse judgments rather quickly, and 
then a little later, after another interview, come out strongly on 
the other side. He attached more significance to casual remarks 
than they would truly bear, probably in consequence of his early 
training in the Society He over-estimated the intellectuality 
of others, as he himself recognised in the Memoir Club paper.^ 
Thus a stranger might express an opinion which seemed incom¬ 
patible with having a nice nature or good sense, and he would be 
condemned in a flash of scorn. When Keynes met him again, he 
found no vice, and perhaps much virtue, and readily revised his 
judgment. Most opinions expressed by most people do not have 
the significance that Keynes was disposed to attach to them ; they 
are mere flotsam and jetsam, giving little more indication of 
character than ‘‘ it is a fine day 

I put on the record, with a considerable sense of responsibility, 
that a large number of good witnesses have testified to inconsist¬ 
ency. I am the channel between the wdtncsscs and the student 
of Keynes, and it is right that I should transmit the messages. 

* See pp. 8<>-8i above. 
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I confess that I retain my own opinion, and even venture to state 
the view that we may have here one of those cases where a popular 
saying, often repeated, is the opposite of the truth. I believe 
that Keynes was quite unusually consistent, and that this unusual 
quality made a disturbing impression on the minds of ordinary 
mortals, implanting an uneasiness which they assuaged by 
charging him with the opposite quality. The dictum gained 
support from those superficial manifestations of inconsistency, and 
those phenomena which seemed to be manifestations of incon¬ 
sistency, but were not really so, which I have described. Thus 
the counterfeit coin remained in circulation. 

Be that as it may, the careful student is able to trace a natural 
evolution of ideas from his early writings to the great system set 
out in the General Theory. Keynes had no inkling at the outset 
of what was to come ; he approached certain technical problems 
in a modest and sober spirit; he had great regard for Biitish 
monetary tradition and for the cfficiencv of our methods. But he 
was deeply impressed by the amount of development there had 
been in a short space of time in the Indian system, which, although 
in a certain sense automatic, contained automatisms which had 
been introduced by a process of conscious adaptation. This might 
be carried further, and maxims of practical expediency might 
be married to those ideals for a stable currency which hitherto 
had been largely academic. He reacted to the great post-war 
inflations in a way natural to an economist, adding some points 
of his own but in substantial agieement with oithodoxy. Then 
came the deflations, oppcjsite evils. Again he applied traditional 
wisdom, but this pioblem of deflation seemed more intractable. 
It was accompanied by the social evil ol unemployment. One 
might urge the authorities not to deflate, and attack them for 
doing so. An economy that had been deflated seemed to need 
reviving. How was this to be done? He brought out his own 
proposals, to which orthodox economists raised objections. How 
were the objections to be met? Gradually it was borne in upon 
him that our understanding of the way in which deflation operates 
was inadequate. More understanding—that was the key to the 
matter; more thorough-going analysis. So we get those long 
struggles to clarify liis own thought. In the end he found that 
the analysis of deflation required a completely new analysis of the 
forces governing unemployment: that is, of the forces governing 
employment itself. His progress wa fairly steady. He published 
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Ms results quickly* It is remarkable how little of Ms old thought 
had to be scrapped. The new thought took it up and placed it in 
a wider setting. The special law was generalised to cover a larger 
variety of cases. There is little doubt that he would not have 
rested content with the position that he had achieved in 1935 
any more than Ricardo, whose mind was also continually moving 
forward, would have rested content with the last edition of his 
Principles. But, if Keynes' achievement was not final, it was 
sufficient to enable those who follow to advance to new positions. 
If he had slopped short at the Treatise^ this might not have been 
so. Study of the General Theory enlarges our sense of how much 
there is in the Tieatise. Yet, the fundamental concepts of the 
Treatise were not likely to prove acceptable and useful for other 
professional economists. Looking back upon his struggles with 
the General Theory^ we may see them as a race with time. In his 
own mind he was quite sure that it would revolutionise thinking. 
But, if this was to be so, he must state his position with absolute 
clarity ; he must hear all objections, he must revise, refine, 
rewrite. It was a herculean labour, making a greater call upon 
the vital energies than his more spectacular work in the second 
war. It was only achieved in the nick of time. 

3 

ic)':55 was mainly occupied vdth rewriting sections of the 
General Theory and corresponding with his friends about it; but 
there was also a strongly competing interest, the building of a 
new theatre in Cambridge. Keynes was in every sense responsible 
— for the idea, for the execution, and for the finance. Cambridge 
lacked at this time a high-class theatre, although there was a steady 
and ever-growing demand for one. The principal ingredients 
in this adventure were as follows. King’s College owned land 
behind King’s Parade, where rebuilding was due. Thus Keynes, 
as First Bursar, could represent the landlord’s interest in the 
matter. He was prepared to make a substantial investment in 
the project with his own money. Mr. Norman Higgins, who 
was known in Cambridge from his admirable management of 
the Cosmopolitan Cinema, was available to run the theatre. 
Mr. George Rylands, Fellow of King's, could assist in supervising, 
knowing as he did the ideas that Keynes had in mind. Mr. 
George Kennedy was chosen to be the architect; he had done 
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important work in King’s ~ the new Bodley’s Bnilding, the new 
Provost’s Lodge, — and he had shown his ingenuity in solving 
awkward problems of securing maximum accommodation within 
strict limitations. Oxford men know his marvellous contrivance 
in converting a jumble of old buildings into the elegant Hol^nvcll 
Manor for Balliol. In the case of the theatre also the site was 
cramped, and great dexterity was required. Last, but not least, 
there was Lydia, who would not only be interested in visits of the 
Vic-Wells Ballet and in other matters connected with the pro¬ 
grammes, but also might find opportunities herself to appear on 
the stage there. 

Building proceeded during 1935, and the theatre opened on 
3rd February 1936. The cost of construction had originally been 
estimated at ^18,000, and the company started with a registered 
capital of £20,000, Of this some p('2500 of preference shares were 
taken up by well-wishers in Cambridge. These were subsequently 
bought in. Keynes took all the ordinary shares at 2,500 and 
later 5C5000 of preference shares. Between the original conception 
and tlie completion the scheme was constantly expanded and a 
restaurant was added. Eventually the cost proved to be ^^36,000, 
and a mortgage had to be taken out. I'his was paid off in five 
years. Losses were incurred in the first two >ears, but each year 
showed an improvement. The theatre held six hundred, ancl, to 
be profitable, had to be quite full. In order to attract first-class 
performances, \isiting companies were sometimes offered more 
favourable terms tlian the true earmiig capacity of the theatre 
justified. Thus, in the early stages there was an element of con¬ 
siderable financial anxiety. 

By 1938 the finances appeared to be in balance. Then Keynes 
formed a trust. He would probably have continued his private 
responsiljility for a longer period, but he had become seriously 
ill, and the future was in doubt. The trustees w^ere to consist 
of five ex-qfficio members, two representatives of the Town, two 
representatives of the University, and the Provost of King’s, 
together with himself and Mr. Rylands “ as representing the 
active management of the theatre In effect the management 
was little changed, and he continued to devote much time to the 
affairs of the theatre until the end. In his letter to the Mayor, he 
expressed his desire that the establishment of the Trust, with its 
potentiality of equal services to the University and town, should 
be in some sense a memorial to his parents and their devoted 
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services to Cambridge over half a century In forming this 
trust, he was handing over an asset, which had cost 3^36,000, 
out of which he had personally provided the £17^^00 of capital 
remaining after repayment of the mortgage. This idea of a trust, 
to be administered by a joint body for the artistic enrichment 
of the community, foreshadowed developments on a national 
scale, for which he was to be responsible as Chairman of the Arts 
Council. 

The theatre, finally christened, after much debate, The Arts 
Theatre, was not to be a repertory one. It would provide a stage 
for the Marlowe Society, the Greek Play Committee, and any 
other suitable undergraduate enterprises. For the rest, it would 
depend on visiting companies of high quality. The standards 
set were principally governed by the judgment of Keynes and his 
wife. It was not intended to confine the theatre to ‘‘ high-brow ’’ 
productions; their interests were more catholic, and compre¬ 
hended popular works; a place would even be given to farce, if it 
was first-rate farce. The idea was that all the productions should 
be good of their kind ; box office considerations were never allowed 
to cause any deviation from this ideal. 

The theatre opened with a Vic-Wclls Ballet. The first plays 
presented were a cycle of four by Ibsen, Lydia taking the chief 
part in A Boll's House and The Master Builder^ while Jean Forbes- 
Robertson performed in Hedda Gabler and Rosmersholm. Lydia had 
made occasional appearances as an actress since the Masque of 
Poetry and Music, She had played at the Old Vic as Olivia in 
Tweljth JVight “ before a gala audience of 2500, which she held 
spellbound She was a delight to the eye and to the ear in 
the Ibsen plays, and, to her husband’s great joy, this cycle subse¬ 
quently had a run of eighty days at the Criterion Theatre in 
London. Another of Lydia’s notable peribrmanccs at the Arts 
Theatre was as Cedimene in The Misanthrope, 

When the Vic-Wells Ballet or any company in which Keynes 
had a special interest was visiting the theatre, he had a habit of 
giving a large party, at which the youth of Cambridge made 
acquaintance with illustrious performers. These parties became 
a notable feature of Cambridge life. 

Keynes was often at the theatre, not only for his own pleasure, 
but also because he was determined that the finances should not 
be endangered by lack of attention to detail. Nothing was too 
trivial for him. By a happy and successful idea, a restaurant 
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was attached to the theatre, and I recall receivinjEf a letter from 
him asking me to write a testimonial for a chef. There was even 
an occasion when, by some mishap, the box-ofRce clerk failed to 
appear and Keynes himself went into the box-office to issue tickets. 

He was deeply interested in the programmes and spent many 
long hours discussing these matters with Mr. Higgins. He was 
deeply interested also in the character of the audiences and in the 
kind of people who were attracted by the various productions* 
He sat in his box brooding upon them. Who arc these people? 
Where do they come from ? It is ver^^ queer; I do not know 
half a dozen people in the whole theatre.” He was as curious 
about the occupants of the cheap seats as about those in the expen¬ 
sive ones. Favourable terms were given for organised parties 
from factories in the neighbourhood. He caused a graph of the 
receipts at the bar to be made, to correlate the amount spent 
there with the various types of programme. He studied the stock 
book at regular intervals, deeply fascinated by it, pondering upon 
the variations in the consumption of liquor. 

He was anxious to encourage expenditure upon wine in the 
restaurant rather than upon cocktails and spirits. His mind 
reverted to the admirable qualities of champagne. He gave an 
instruction that, instead of the usual addition of 50 per cent to the 
cost price, only 2s. 6d. should be added in the case of champagne, 
with the consequence that profits on that item actually rose! 

In the matters connected with the artistic side he knew that 
he was a learner. All trace of his habitual dogmatism and barbed 
repartee disappeared when he entered this world. In the world of 
finance he worked with the advantage of his vast experience and 
deep understanding; in most arguments he had an inner certainty 
of being in the tight, and felt that it was due to the truth to enforce 
his opinion, however sharply. Where he knew that he had no 
certainty, he adapted his controversial methods accordingly. 
Mr. Higgins recalls his beautiful tact. When they disagreed and 
Keynes had his way and it proved a mistake, the formula always 
was, “ You were right But when Mr. Higgins had his way 
and it proved mistaken, the formula was, ‘‘ We were wrong 

He w^as only able to maintain his active interest in these 
absorbing matters by his extraordinary^ power of switching his 
mind from one subject to another. Mr. Higgins might have an 
appointment at 4.20 p.m. and find someone with him discussing 
a bursarial matter, who was dismissed promptly; Keynes talked 
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mi theatrt matters as though he had been thinking of them all 
day; but at 5 o^clock a pupil appeared, and Mr. Higgins in turn 
was expected to leave promptly. 

At one period there was a regular routine of luncheon on Tues¬ 
day before Keynes caught the 3.15 to London. Talk on theatre 
matters proceeded apace. At 3 o’clock a man announced that 
the car was at the Lodge. Keynes then moved about the room 
selecting bundles of papers, which he put into his pouch. All 
proceeded in a leisurely manner. Mr. Higgins went with him 
to the Lodge talking, drove to the station talking, and proceeded 
up the platform, when there was now less than a minute before the 
train departed, still talking. Higgins watched him settle into his 
corner; the pouch was opened and, before the train departed,^ 
Keynes was deeply immersed in the study of his documents. 

4 

The clouds were gathering. Keynes, like others, felt the 
terrible anxieties of those da>s. Taking refuge in academic 
work and returning to an old love after the appearance of the 
General Theory, he wrote an elaborate centenary memoir on Jevons 
for the Journal of the Royal Statistical Society J A little later he burst 
into a great controversy on foreign policy in the J^^ew Statemian 
and Nation, In the ’twenties he had favoured disarmament, but 
now he wished the nation to be strc3ng. He was sickened by views 
which appeared from time to time in the columns of that paper. 
All expenditure on defence should be resisted, it was contended, 
on the ground that the Government could not be trusted to make 
good use of the weapons. These w^riters were all in favour of resist¬ 
ance to Fascism; they held, how^ever, tbat, because the Govern¬ 
ment had not cnteied into far-reaching commitments for military 
action, it must be at heart pro-Fascist and, therefore, must not be 
trusted with arms. As though the military strength of Britain 
could be turned on and off in accoidance wnth each shift in British 
party politics ! Keynes was very scathing in his exposure of these 
views. Surely it is impossible that there can really be such a 
person as ‘A Socialist ’! 1 disbeheve in his existence.” Severely 
as he condemned our attitude in the Abyssinian affaii, he was 
not altogether sure that Mr. Baldwin's subsequent conduct of 
the foreign situation was wrong. You complain against Mr. 

^ Read befon the R<>>al btalistical Society, 2ii>t April 1936. 
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Baldwin's Government for not aligning itself definitely against 
the dictatorships. But Mr. Baldwin is perhaps wiser than you 
are. He may be hesitating because he knows that nothing is 
certain. It may conceivably prove to have been right on our 
part not to clinch the situation, not to crystallise the fatal align¬ 
ment of forces. No state of mind is more painful than a state 
of continuing doubt. But the ability to maintain it may be a 
mark of statesmanship.’' In this agony of continuing doubt 
Keynes, with his keen sensitivity to current events and regular 
habit of foresight, must have suffered severely from the strain, 
despite his native optimism. 1 should not be surprised if this 
was an important cause of his collapse, now soon to come. 

In the summer he visited Russia. On his way he stayed in 
Stockholm and gave a lecture, which was arranged by Professor 
Ohlin. He gave an important broadcast for the B.B.G. on the 
relationship between Art and the State; this problem was 
coming to the forefront of his mind.^ He wrote an article on the 
gold supply, which was on the whole optimistic m relation to 
the possibility of maintaining low interest rates.Somewhat later, 
he had a series of three articles in The Times entitled ‘‘ How to 
Avoid a Slump Dear money during the present compara¬ 
tively i'avourable period was to be avoided at all costs. A Board 
of Public Investment should be ready with plans to be put into 
execution when the slump should come. It came later in the 
year, but by then rearmament was becoming an important 
influence. Turning back to ancjthcr field of interest, he gave a 
lecture at the Gallon Anniversary dinner,*^ entitled “ Some 
Economic Consequences of a Declining Population 7 he Time^ 
seems now to have become his regular vehicle for expressing liis 
views. The boom had not yet come to an end and he thought it 
needful to consider whether the Chancellor’s plan to borrow for 
defence might have inflationary consequences. It need not; but 
careful planning would be necessary. 

I remember asking him during this period, when the Arts 
Theatre had become an important preoccupation, whether he 
did not find that he had too much to do. He was always con¬ 
temptuous of the idea of over-work. Referring to a well-known 
economist and man of affairs, who was popularly supposed to be 

^ Statesman and Nation, 18th July, 8th, 15th, 29th August and 12th September 
1936 “ 7 / 25 /.li/ewe?, 26lh August 1936. 

^ Economic Journal, September 1936. * The Times, 12th-14th January 1937. 

■5 The Eugenics Society, i6th February 1937, 
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very busy, I cannot think how X manages to fill up his time 
he observed. But on this occasion he made a concession. He did 
think that during term he had a little too much to do for comfort. 
I regarded the concession as ominous. 

The crisis came during the summer term in 1937, when he had 
made an unusually long visit to Cambridge ‘‘ to escape the 
Coronation crowds His severe attack of appendicitis in 1915 ^ 
had been complicated by a pulmonary embolus. This resulted 
in some physical derangement, which existed through all his 
busy years, and put an additional strain upon his heart. He fell 
gravely ill in Cambridge with heart disease due to thrombosis 
of a coronary artery. The situation seemed extremely serious, 
and after some weeks he was removed to Ruthin Castle in Wales. 
Friends awaited news anxiously. Would he recover? Would he, 
if he did, ever be the same man again ? Alas, he never made a 
complete recovery, although, by a mighty victory of mind over 
body, he was able for a number of years to equal, and exceed, 
a normal man’s output of work. 

In the course of this illness he was brought into touch with 
Dr. Plesch, who was as successful in his treatment as the condition 
allowed. Keynes had implicit confidence in him and sought his 
advice and followed it — to the extent that his nature would 
permit — until the end. Dr. Plesch was a man of temperament 
and originality; he found himself in natural sympathy with his 
patient and ultimately became not only his doctor, but his very 
good friend. 

Keynes was never completely out of action. Although he was 
perilously ill in Cambridge and his troubles were not yet thor¬ 
oughly diagnosed, he insisted on Mr. Kahn’s keeping him well 
informed on College matters. Kahn visited him several times 
each day. With his assistance he wrote a lengthy letter to The 
Times ^ on the gold scare and appropriate Treasury policy. At 
Ruthin he had perforce to acquiesce in inaction, since he had not 
the benefit of Kahn’s presence. But his mind strained after intel¬ 
lectual activity. For a period he was allowed a ration of two 
hours’ work a day. He maintained contact with the King’s 
Bursary, the Economic Journal and other routine interests. There 
was at length sufficient business for his secretary, Mrs. Stephens, 
to be summoned to Ruthin. Then he was transferred to Tilton, 
and by slow stages picked up the threads again. 

* Sre p. 20^ above. ^ roth Jime. 
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In consequence of this great crisis, Lydia became a paramount 
figure* She had been a good and faithful wife in happy days. 
Now she had to face a long-drawn-out ordeal. For nine years 
his life hung by a thread. For her these were years of unremitting 
anxiety and ceaseless vigilance. She never flinched or faltered. 
This creature of air, so full of fun and temperament, entered 
upon the stern path of duty as might one trained from girlhood 
in conventual rigours. Was there some deep inner Russian calm 
of soul which enabled her to carry her heavy burden through a 
long stretch of time in patience and serenity ? Her gaiety was 
undimmed ; her spirits remained high. Youth passed. Self was 
effaced. No-one has ever heard any word of self-pity from Lydia 
on this score — not a word, not a wliisper, not a breath. It is 
hard not to be tarnished by self-sacrifice. Gradually, drop by 
drop, a little pool of bitterness usually begins to form. It was not 
so in her case. What she had to give she gave gladly from 
natural goodness and true love. 

In the course of 1938 he w^as in London for periods and received 
visitors. Meetings of committees were arran ged at Gordon Square. 
Lydia became a familiar figure. A certain ration of time was 
allowed. If he talked or debated for too long, he would suffer 
afterwards. The Council of the Royal Economic Society had its 
meetings at his house. When the right time had elapsed, Lydia 
put her head round the door. “ Time, gentlemen ! ’’ Her rule 
was absolute. If items on the agenda remained undiscussed, 
they must be left until the next meeting. It iiad been worth 
while for us to have our Secretary with us at the price of a shorter 
meeting. And so it went on; the ration allowed increased 
gradually, but discipline had to be maintained. Not that it was 
always easy to enforce discipline on the patient himself. Maynard 
tugged at the leash, impatient of all restraint, l^ydia had to 
summon up all her fire and fury sometimes, in the good cause, and 
there were stormy conflicts of will. 

In the later years of the war Keynes was doing full duty. At 
Bretton Woods and, still more, in the American Loan negotia¬ 
tions, he took part in exertions which left his healthy colleagues 
exhausted. He seemed to have limitless vitality. It did not 
mean that he was a sound man. As soon as he returned to his 
room at the end of the day’s work, whether it w^as short or long, 
he became the invalid at once, and Lydia assumed her nursing 
duties. He had to go to bed, and she applied an ice-pack to his 
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Cihest* Thus he was devoting hiimeif to his duties even more 
exhaustively than appeared on the surface* His life was one of 
work and no play. He could only retire to the repose of his 
sick-room. There he might find solace in reading the works of 
Elizabethan authors. But he was not to be pitied, for he enjoyed 
his work. His intellectual temperament made it exciting for 
himself, as well as for those who had to work with him. It was a 
fascinating game. It was good to be alive and doing all these 
things. 

In his time of convalescence and partial recovery he had 
more leisure to cultivate old interests and develop new ones 
before the full strain of las Treasury work came upon him during 
the war. His interest in his farm at Tilton grew, and would 
no doubt have become a main preoccupation, had he survived 
to the age of retirement. When he was able to get back to Cam¬ 
bridge, he continued to enjoy his Arts Theatre hobby. 

His first public appearance after his illness was at the Annual 
General Meeting of the National Mutual Life Assurance Society.* 
He made a speech of considerable importance; he had evidently 
been watching events with all his wonted insight from his sick 
bed. His speeches as Chairman of this company had long come 
to be regarded as notable events in the City. They were couched 
in the language of a business man, and may have given financiers 
a better understanding of his views than they would derive from 
his books and articles. These addresses to the shareholders received 
wide attention in the press — as much as, and perhaps more than, 
the annual speeches of the Chairmen of the Joint Stock Banks. 
On this occasion he had an important point to make. The gilt- 
edged market had weakened during the year, and this was com¬ 
monly attributed to the general slump, which was now under way. 
In his view it was due to the method t^y which the Exchange 
Equalisation Account had handled the inflow of gold. It was the 
recognised duty of the Account to sterilise incoming gold when it 
was undesirable that it should lead to an expansion of credit; in 
Keynes’ view, the Account had gone beyond this and caused 
deflation. Normally when it absorbed gold, an equivalent value 
of Treasury Bills was released to the market. On tliis occasion 
the totality of National Debt operations had so worked together 
that the market was given an extra dose, not of Treasury Bills 
but of long-dated Debt. Meanwhile the foreigners, who brought 

* 23rd February 193B. 
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in the gold, would be holding balances or Bills. Thus the net 
effect was that the quantity of bank money and liquid assets was 
reduced, while, at the same time, the market had been asked to 
absorb an extra volume of long-dated securities. This was 
certainly deflationary. Exchange Account policy should be 
corrected. In general he struck a note of moderate optimism, 
not thinking that the recession would go further. He ended with 
an impassioned plea to the Government to add ‘‘ to our knowledge 
of the actual facts and figures which alone can make the working 
of the economic system intelligible and distinguish true theories 
from false by the test of results. A great deal is at stake ... we 
have to show that a free system can be made to work. To favour 
what is known as planning and management does not mean a 
falling away from the moral principles of liberty, which could 
formerly be embodied in a simpler system. On the contrary, we 
have learnt that freedom of economic life is more bound up than 
we previously knew with the deeper freedoms — freedom of 
person, of thought, and of faith.” ^ 

Meanwhile, he returned to the charge on the c|uestion of 
foreign policy in an article which contained a word of praise 
for Mr, Churchill.^ 

His enforced abstention from many active pursuits caused a 
revival of interest in his earliest hobby of all, book-collecting. 
It had never been in abeyance. From his schoolboy visits to 
David’s and the foundation of the Baskerville Club he had gone 
forward as an active collector, enlarging his scope as his income 
increased. Moving away from early printed editions of the 
classics, he concentrated his attention upon the first editions of 
the great English thinkers — Newton, F. D. Maurice, Hume, Berke¬ 
ley, Bentham, Mandeville, Wordsworth and Coleridge. In 1934 
he went to the sale of Gibbon’s Lausanne library at Sotheby’s and 
bought about sixty of Gibbon’s books at the sale and subsequently. 
In 1936 he was at the sale of Lord Lymington’s Newton papers 
at Sotheby’s and bought about forty lots, and he followed up 
many of the lots purchased by the book trade and succeeded in 
buying a number of them. 1938 marked a great expansion in his 
activities. He had more leisure. It may be that in bed in the 
morning he began to pay less attention to brokers’ reports and 
concentrated his mind on catalogues. 


' Cf letter to the Eronotmsiy r,th March 193^ 
^ a5th March 1938, J^ew Statesman and Nation, 
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He was still primarily interested in the great thinkers and 
extended liis attention to those of the Continent* He also began to 
branch out into Englisli literature of the sixteenth and seventeenth 
centuries. “ He had a theory that the books of the Elizabethans 
were much rarer than most people realised and that his was the 
last generation that would have a chance of acquiring many of 
them at any price at all.’’ * The rate of expansion in his library 
was truly remarkable in the final period, and might well have 
provided the full-time occupation of an ordinary man. At his 
death the rare-book collection, as opposed to the extensive general 
library, comprised perhaps 4000 volumes and about 300 manu¬ 
scripts and autograph letters,” This collection was bequeathed 
to King’s College. There was also a large working collection 
of books on economics, the subject of a separate bequest to the 
Marshall Library at Cambridge.” ^ He kept a notebook with 
a page for each of his chosen authors, of which the page on 
Descartes, shown opposite, is an illustration. “ Booksellers’ cata¬ 
logues, English, Continental and American, were carefully read 
and marked, and there was hardly an auction sale of importance to 
which he did not send commissions. Whenever possible he viewed 
the books himself; only when pressure of work made this increas¬ 
ingly difficult did he delegate this to the booksellers. Buying 
for him at auction was entrusted to one of the leading London 
firms, but Keynes was far too independent a collector to place 
himself unreservedly in the hands of any one member of the trade ; 
and it gave him particular pleasure to buy an expensive book (if 
the price were a fair one) from one of the smaller dealers ”.3 He 
had a copy ol the Short Title Catalogue of Books printed in England^ 
Scotland and Ireland^ -1640^ in which he marked the prices 
realised at sales lor items which he coveted, and it is clear that he 
often did not buy until he had formed an opinion, by successive 
entries, as to what a good price would be. 

His brother, Geoffrey, was also a notable collector, and he 
made a present to Maynard of an acquisition which was a little 
outside his field of interest, a rare eighteenth-century pamphlet, 
of which in 1938 only two other copies had been located, namely, 
an Abstract of Hume^s Treatise of Human Nature^ published in 
1740. It had been supposed that Adam Smith in his boyhood at 

* Lord Keynes and His Books ”, by A. N, L. Munby, Th Times Liierajy 
Supplement^ 19th October 1946. For a fuller account of Keynes’ activities as a book- 
collector, sec contribution by Mr. Munby to John Maynard Kanes (Kind’s CoUcee), 
pp. ^9-36. a 
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Glasgow had made an Abstract of Hume's Treatise, And now 
here was such an Abstract, Keynes sought the assistance of Mr. 
P. Sraffa in examining it. They were able to show that the 
evidence for Smith’s having written an Abstract was extremely 
flimsy, and that, on the contrary, internal evidence, derived from 
a comparison of the Treatise^ the Abstract and the Appendix to 
the Treatise subsequently published, proved that the Abstract was 
by Hume himself! Hume had in fact written a puff of his own 
book, which so far (1740) had sold very badly. While Keynes and 
Sraffa proved their point by the collation of passages with scholarly 
conscientiousness, the general reader may well think that no mind 
yet born into this world, save that of Hume himself, could have 
written with the easy flow and relentless logic of the author of the 
Abstract. Keynes published it in 1938, writing an introduction 
jointly with Sraffa. It was indeed a crowning glory to have been 
able to give the world, with adequate proofs appended, a hitherto 
unknown work from the pen ofthe superb Hume 

Of his Newton collection Mr. Munby writes that it is prob¬ 
ably the finest ever put together by a private individual 
Browsing among these possessions, Keynes w^as led to some 
reflections which he embodied in an article. He stressed Newton’s 
alchemical interests, and argued that in a certain sense his bent 
of inind gave him closer kinship with the preceding age than with 
the science of the future. This paper, entitled “ Newton the Man ”, 
was read after his death by his brother Geoffrey at the Newton 
Tercentenary celebrations on 15th July 1946 in Trinity College, 
Cambridge. 

Unlike many collectors, he almost invariably read what he 
purchased. He found time for much correspondence with other 
scholars and always gave them ready access to his books. At the 
time of his death his entire collection of Hume, some 175 volumes, 
was on loan. 

It fell to me to preside over Section F of the British Association 
at its Cambridge meeting in 1938, and I asked Keynes to contri¬ 
bute to our proceedings. He was not able to come in person, but 
furnished a paper, which was read aloud by his old pupil and 
friend, Gerald Shove. The subject was ‘‘ The Policy of Govern¬ 
ment Storage of Food Stuffs and Raw Materials ”. He argued 
that the risk of holding surplus stocks until they should be wanted 
was beyond the scope of private enterprise, while the fluctuations 

* Cf. p. 107 above. 
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in the prices of commodities were too violent to serve any good 
economic purpose. He proposed, therefore, official stocks, both 
to fulfil the function of making prices more stable for the benefit 
of producers and also to have an effect on the general trade cycle. 
This paper was the basis of proposals which he elaborated in 
greater detail during the war, to be a subject for Anglo-American 
discussions on post-war reconstruction* During the year which 
followed he carried on a correspondence with appropriate persons 
on the policy of “ stock piling ”, as it is now called, with a view 
to the possibility of war. 

The ghastly ordeal of Munich came and went. In an article 
in the Mew Statesman * he attributed to Mr. Chamberlain a 
Machiavellian policy. Neither the Prime Minister nor Herr 
Hitler ever intended for one moment that the play-acting should 
devolve into reality.” In effect, in his view, Britain was acqui¬ 
escing in Germany’s taking the safeguards she deemed necessary 
before launching an attack on the East. I suspect that the con¬ 
valescent had resort to a little wishful thinking in this horrible 
period. He could not bear to suppose that British policy was 
quite as futile as it seemed to be. 1 had a talk with him at this 
time; he was lying on his sick-couch ; he said what pain it gave 
him to think that a Government of Britain could comport itself 
in this appallingly inefficient manner. At this time he wrote a 
letter to The Times, the purport of wdiich is indicated by its last 
sentence: ‘‘ We can no longer afford to leave the barter aspect 
of foreign trade to look after itself.” ^ 

This was a time of great stress. He could find enjoyment 
by seeing Lydia act m On the Frontier, by Messrs. Auden and Isher- 
wood. He made a present to the Vic-Wells of the scenery and 
costumes by Derain for a new ballet, Hmlequin in the Street, 

Early in 1939 Sir Stafford Cripps started a campaign, which 
was eventually to lead him temporarily into the wilderness, to 
organise a united front of progressives in opposition to the policy 
of Munich. ‘‘ I am all for Sir Stafford Cnpps, and I w^ould join 
his movement, if he is successful in getting it launched. But I 
should like the movement all the better if Mr. Herbert Morrison 
and all the others would join it too.” ^ He made a contribution 
to Sir Stafford Cripps’s fund. 

Thoughts inevitably turned to war finance. He contributed 


^ 8th October 1938. ^ 7th Octobei 1938 

^ Mew Statesman and Maiton, -i>8th January 1939 
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two important articles to The Times.^ The point of greatest 
moment was his strong plea that the rate of interest should be 
maintained at a low level. This policy was carried out during 
the war to the immense benefit of our war effort and our post¬ 
war finances. He urged that the export of capital should now 
be controlled, that a Department of Co-ordination with an 
economic general staff should be set up. He spoke on the air 
about the conditions of full employment which would follow 
rearmament.^ He returned to the charge with two more articles 
in The Times^^ elaborating the technique of a low interest policy. 

In the summer he and Lydia went off to Royat for a holiday. 
It was his last trip to the Continent of Europe. 

^ T7th and i8th April 1939 ^ The Listener^ i<5t June 1939 

3 The Times j 24th and 25th Ju]> 1939 



CHAPTER XII 


INTO THE SECOND WORLD WAR 

1 

A ND SO we were back where we had been twenty-five years 
ago. This time there were no qualms or doubts whether 
JL jLthe cause justified the carnage. Germany, risen from her 
ashes, had assumed a mien so hideous and evil that no parallel 
could be found in the era of recorded history. Entire self- 
immolation was required and given. In other wars beloved sons 
had gone away to do their duty. Now the whole people would 
give battle rather than submit. All other hopes and prospects 
were blotted out. When in due course it fell to Mr. Churchill 
to speak in sublime language of fighting in the streets, he expressed 
what was already in the hearts of the great majority of the people. 
There was a hatchet behind the cottage door; and it was meant 
to be used. 

The dedication to the cause was so complete that a strange 
calm ensued. If one was still walking in the sunshine, enjoying 
good sleep or eating one’s dinner, albeit on a reduced scale, these 
seemed to be gifts of pi evidence unexpectedly thrown in, a pleasant 
epilogue to the happy drama of one’s life which had ended when 
Hitler invaded Poland. And so it came about that British morale 
remained at the highest level as the long-drawn-out years pro¬ 
ceeded. Keynes’ congenital optimism asserted itself, and he was 
able to see good points in the military news. Really, it was 
possible to be quite cheerful. 

What was to be done? Did he dream sometimes of A 
Division ? Ought he not to reassemble his staff to pick up the 
threads where they had left them ? Where were Falk and Dudley 
Ward and Trouton ? But, no. His juniors of those days were now 
in charge of the Treasury and had their own ideas. Besides, 
he was still a sick man. “ My plan is to come up here ” (King’s 
College) “ to run a good part of the bursary of the college, the 
Economic Journal^ and teaching in the Economics Faculty, which 
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in due course will release more active people.'^ ^ “ Committee 

work, which would involve quiet drafting in my own room and 
occasional visits to London, would be the sort of thing I might 
be fit for.” 2 In the following months he remained in Cambridge, 
going dow^n to London for two or three nights in the middle 
of each week. 

Inevitably his mind got to work on the problems of war 
economics. He was in occasional correspondence with Sir 
Richard Hopkins and Sir Frederick Phillips, the two pillars of 
the Treasury. On 15th September he sent in a memorandum 
urging that a moderate rise in controlled British prices should be 
tolerated, in order that they should not be too far away from the 
world level. He recommended long-term bulk purchases from the 
Commonwealth and Empire. On 24th September he sent in a 
paper on exchange control. He wrote to The Times, criticising 
the budget, urging the supreme importance of borrowing at 
2J per cent and hinting at the desirability of new ways of raising 
money ,3 

The New Statesman and Nation was being troublesome again, 
and Keynes was stirred to writing the following letter: 

The intelligentsia of the Left were the loudest in demanding 
that the Nazi aggression should be resisted at all costs. When it 
comes to a showdown, scarce four weeks have passed before they 
remember that they are pacifists and write defeatist letters to your 
columns, leaving the defence of freedom and of civilisation to Colonel 
Blimp and the Old School Tie, for whom Three Cheers.+ 

The illness of Sir John Withers, who was one of the two Members 
of Parliament for Cambridge University, made an early by-election 
likely. The Master of Magdalene College, Mr, A. B. Ramsay, 
who had been a master at Eton when Keynes was a boy there, 
was now Chairman of the University Conservative Committee. 
This Committee instructed him to approach Keynes to stand 
for Cambridge, In view of the party truce that had been de¬ 
clared, it was the Conservative Committee which had the right 
to nomination, but it was understood that Keynes would be an 
Independent and that members of all parties would sign his 
nomination paper. It was practically certain that there would 
be no contest. Mr. Ramsay used friendly persuasion; he 

* I^etler to R. F Harrod, 7th Srptembf*r 1939. 

2 Letter to Lord Stamp, 15th September 1939 
^ The 7 tmeSf a9th September and 4th October, ^ 14th October 1939 
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cacplained that the Committee was fully aware of the liittitatioiis 
imposed by the state of his health and would not expect him t6 
do more than use the House of Commons as a place for advocating 
Ms ideas when he felt moved to do so. Keynes was tempted; 
he consulted Dr. Plesch. In the end he refused. 

After what you told me [he wrote to his doctor], I am not 
taking this decision on grounds of health. It has been a tormenting 
decision to make, but gradually a clear and final conclusion has 
risen to the surface. I am, as you know, a pretty active publicist, 
but it api>ears to me rather definitely that I can only operate usefully 
and for my full influence on my own peculiar lines, if I am aloof 
from the day-to-day life of Westminster.* 

At 46 Gordon Square he acted as host to regular meetings of 
the ‘‘ Old Dogs These were distinguished persons, who, like 
himself, had played a notable part in the First World War, 
but had not yet been invited to serve in this one — Sir William 
Beveridge, Sir Walter Layton and Sir Arthur Salter. Mr. Hubert 
Henderson, who already had a desk in the Treasury, also came. 
It was inevitable that the idea should occasionally crop up in 
such an assembly that things were being woefully mismanaged. 
Instances could be picked up in abundance. A.R.P., dispersion, 
the blockade, were among the topics discussed. Bevendge was 
playing a pait in the Federal Union movement, and raised the 
question of war aims. Keynes drafted a memorandum which 
included the idea of a Reconstruction Fund to be supported by 
the United States, on terms of unprecedented generosity, as soon 
as Hitler was overthrown, to prevent the spread of Communism 
to Germany. 

Gradually, however, as the autumn wore on, his mind became 
focused upon the central problems of internaJ war finance. He 
matured his plan for ‘‘ compulsory saving which was explained 
in The Times in two long articles on 14th and 15th November. 
(By some mysterious leakage they appeared in the Frankfurter 
^eitung on 7th November. That distinguished journal was much 
quicker off the mark in presenting Keynes’ views to the German 
public in 1939 than he had been in presenting theirs to the British 
public in 1915 !) -* 

The Times articles led to a voluminous correspondence, public 
and private, to editorial and Parliamentary comment, and to 


* 24tii November 1939 


* Gf Chapter VI, p 200 
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numerous cartoons by Low.* Meanwhile he was at work on a 
lengthier exposition of his ideas in the form of a small book, 
which appeared under the title of How to Pay for the War, in Feb¬ 
ruary 1940.^ This was followed by vigorous propaganda. He 
presented the scheme over the air in a dialogue with Mr. Donald 
Tyerman. He addressed a T.U.C. group, the National Trade 
Union Club, the Fabian Society and a gathering of some 250 
Members of Parliament of all parties. He interviewed numerous 
financiers of eminence, including the Governor of the Bank of 
England, who says he thinks it is the only solution, and with 
whom, after long estrangement, this scheme has brought a 
personal reconciliation ”,3 

This little book is of great theoretical as well as practical 
interest. Complaints have been made that, in the elaboration 
of his General Theory, Keynes dwelt to a preponderating extent 
on the problems of unemployment. Deficient demand was the 
prevailing malady of the inter-war period, and Keynes kept his 
eye on the practical situation. In How to Pay for the War Keynes 
applied his technique of analysis to the e( onomics of excessive 
demand. The book thus fills a gap. 

The problems of war finance centre upon the question of 
inflation. As Keynes remarked, he had been cognisant of all the 
discussions of war-time inflation that took place in Britain during 
the First World War, and never was it discussed in terms remotely 
resembling those in which he now presented the problem. Yet 
now, in 1940, his method of analysis was accepted both by those 
who were willing and by those who were not willing to support his 
practical proposals. Thus he had indeed the right to claim that 
his theoretical work between the wars had revolutionised the 
modes of thinking of economists upon inflation, l^'hey had long 
ceased to regard inflation primarily as an over-issue of notes or 
even an over-expansion of bank credits. The older school still 
(lung to the idea that there w^ould be no inflation if the budget 
deficit was financed by ‘‘ voluntary^ lending Keynes’ central 
point was that the voluntariness of the lending was no criterion. 
Whatever the degree of inflation, the Government would always 

^ Sec especially further articles by Keynes in The Times, 28th November 1939, 
letters of 1st and Gth December 1939, and 5th February, i5ih March, xoth and 
25th April 1940; letters m Financial News, 3rd and 5th January and a controversy 
with Mr J R Hitks in the Manchester Guardian, 27th^2qth February. 

* 35,000 copies were sold in the U.K 

3 Letter to Mr. Geoffrey Dawson, nth March 1940. 
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fiad voluntary lenders. Such ease of borrowing would not be a 
guarantee that inflation was not taking place, but, on the contrary, 
its consequence. For Keynes, borrowing was essentially inflation¬ 
ary whenever it exceeded the amount that people would have 
been willing to lend in the absence of a rise of prices. If the Govern¬ 
ment had to borrow more than that amount, a rise of prices would 
come as a consequence. In the inflationary process the role of 
money was secondary. 

Shortly after the publication of the book, Keynes printed a 
Budget of National Resources for private circulation. This was an 
essay in national-income accountancy. In this trial balance-sheet 
there occurs in the first table a key item, namely, '' The increased 
value of output through rise of prices This was, so to speak, 
his index of the amount of inflation that had occurred. The 
problem of policy was so to increase other sources of revenue as 
to reduce this item to zero. It did not prove practicable to include 
any such key item in the subsequent official publications. 

As it seemed evident to Keynes that the volume of voluntary 
saving forthcoming at the existing price level would be insufficient 
to fill the gap between tax revenue and expenditure, he proposed 
that voluntary saving should be supplemented by “ compulsory 
saving’’, or, as it came to be called, ‘"^deferred pay". A full 
war efibrl could not be deployed without some levy upon the 
wage-earning classes. He agi'eed that consumption by the lowest 
income group should not be reduced, but pointed out that, if 
output was to be increased, as was hoped, weekly wage packets 
would rise, even if w^age rates did not. If prices did not rise, the 
higher pay packets would entitle wage-earners to larger consump¬ 
tion ; such an increase of consumption would be quite inconsistent 
with a full war effort. 

The problem might be solved by imposing sufficient direct 
taxes on w^age earners. These would encounter serious political 
difficulty and provoke demands for wage increases. It was still 
uncertain whether wc should maintain the normal system of 
determining wages by free bargaining during the war; in the 
event we did so, under the wise guidance of Mr. Bevin, and the 
result was not unsatisfactory. Keynes now^ hoped that he could 
persuade the Trade Union world to accept, in the form of a 
compulsory saving or deferred pay scheme, what it would not 
have accepted in the form of direct taxation or taxes on standard 
articles of consumption. Thus the scheme was in essence an 
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attempt to woo Labour to accept voluntarily an ordered plan 
for preventing a rise in purchasing power in lieu of the disorderly 
and unjust method of open inflation, which would undoubtedly 
ensue if something like his scheme were not accepted. Thus, at 
the outset, it was in essence a political device. 

As time proceeded, however, he fell in love with his own 
scheme as a method of social reform. His advocacy of it on those 
grounds to workers’ representatives was perfectly sincere. Reflect¬ 
ing upon the normal course of inflation, it occurred to him that 
what really happened was that the capitalist class enriched itself 
by the rise of prices, and emerged from the war the better off by 
the amount of the increase in the National Debt, to which they 
were enabled by the inflation to subscribe. His plan of compulsory 
saving would secure that a substantial part of the deficit was 
financed not by inflation-borrowing, but by a levy upon wage- 
packets in return for an undertaking to repay later. Thus it 
would be the wage earners, and not the profit takers, who would 
emerge from the war as the main holders (in the form of deferred 
pay claims) of the newly created National Debt. Thus, by a 
process most conducive to the smooth working of the war economy, 
a wider diffusion of property, which had been the dream of social 
reformers, could be secured. This was a characteristically 
Keynesian invention, and we need not wonder that he harnessed 
all his enthusiasm to its advocacy. 

We may pause to consider the extent of Ke)mes’ influence 
on internal financial policy in the Second World War. First and 
foremost we must rank the influence due, not to this book, but to 
his previous work as an economist. Experts had absorbed his 
doctrine that inflation was not primarily a matter of the volume 
of bank deposits, but of the relation between the propensity to 
save and capital (or war) outlay. The problem was how to prevent 
the total stream of effective demand, viz. that part of private 
income directed to consumption plus government expenditure, 
exceeding the resources available to meet it at existing prices. 
The inflationary “ gap ” was the difference between the streams of 
total demand and of total supply; the money question occupied 
a second place. This kind of thinking had begun to permeate 
official quarters. As a consequence of this general approach, 
and also of Keynes’ specific pleading, it was not thought desirable 
or indeed possible to check inflation by high interest rates. It 
would be quite safe to flood the market with liquid paper and keep 
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the govorixment interest rate at a low level. Although the Second 
World War entailed a much greater strain on our resources than ' 
the First, the long-term rate in the second was about 3 per cent 
compared with 5 per cent in the first. Although the National Debt 
in 1945 stood at more than three times its level in 1919, the total 
interest charge in 1945 was only 56 per cent higher than in 1919. 
This economy, for which Keynes has far the major share of responsi¬ 
bility, has made our post-war problems much easier than they 
would otherwise have been. The United States adopted a similar 
policy. Their technicians were already imbued with Keynesian 
doctrine. If Americans wish to assess Keynes^ influence in their 
country, they should think, not of the New Deal, but of the low 
rates at which they were able to finance the Second World War. 
That was Keynes’ personal contribution to American prosperity 
— one of no little moment. 

Thus Keynes’ most potent aid to British success was not, this 
time, by administrative action at the Treasury, but by what 
he had achieved in earlier years at his desk in Cambridge or 
Sussex. Some admirers have suggested that How to Pay for the 
War provided a blue-print for what followed. It is true that 
his idea of deferred pay ” was in fact adopted in the scheme of 
post-war credits The prices of basic necessities were main¬ 
tained at a stable level by subsidies, as he recommended. (It 
must be added, however, that the policy of subsidies was begun 
before Keynes published his views.) His scheme for the family 
allowance of 5s. per child was also adopted, but only at the end 
of the war.^ 

None the less, it is difficult to hold that the main idea in How 
to Pay for the War was put into effect. He pointed out that there 
were only three logical solutions to the war problem, namely, his 
scheme, sufficient taxation, or inflation. Sufficient taxation was 
impractical, and he feared inflation. But he recognised that 
there was also what he called a pseudo-remedy, namely wide¬ 
spread rationing and price controls. (He was, of course, in 
favour of rationing basic necessities in short supply.) This pseudo- 
remedy would lead to shortages and queues everywhere. He 
thought that, with the outlook prevailing, this, rather than open 
inflation, was the most likely outcome of the lack of an orderly 

‘ It had by then been sponsored by Sir William Bcveridjje, who proposed 8s.— 
prices were them higher—in his famous report on Social Security. The main credit 
for this reform must be accorded to the tireless advocacy by Miss Eleanor Rathbone 
over many years. 
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plan. And he dreaded it. He was appalled by the waste and 
inciSciency of shortages and queues. His scheme was designed 
to avoid them. But, in the event, we had them ! He proposed to 
raise ^550 million a year by the deferred pay scheme; in fact 
we raised £121 million (annual average). Furthermore, his 
figure was geared to an increase in Government expenditure of 
only £19^0 million. Our effort exceeded expectations, and, to 
achieve his desired effect, the amount taken in deferred pay would 
have had to be stepped up beyond his initial figure.* For him 
this plan was to be the centre-piece of war finance. In effect the 
post-war credit scheme was an interesting experiment, but only 
played a minor part in the whole situation. The large diffusion 
of property which he hoped to bring about painlessly has not 
taken place. 

2 

On 20th March he gave an address to the House of Commons 
Currency Committee, of w'hich Mr. W. Craven-Ellis was the 
moving spirit. Giving “ Deferred Pay ” a rest, he chose to speak 
on the rate of interest, and felt justified in doing so with some 
satisfaction. The Government appeared to be entirely converted 
to his view that the war could be financed at a low rate; he told 
the M.P.’s that on this front all that need be done was to sec that 
the position was held. But in the later part of his address he 
was impelled to proceed to a topic outside his terms of reference, 
namely, external finance. He professed himself much worried. 
The exchange control seemed to be confused in purpose and lax 
in operation. In the weeks that followed he gave all his attention 
to this problem, and indeed the question of external finance was 
to occupy the main part of his thoughts for the rest of his life. 


J. M, Keynes to R. F, Kahn^ j6th March 1^40 

The more I think dbout it and the more extensive the informa¬ 
tion which reaches me, the more convinced I am that you ate quite 
right about the lunacy of the picsent exchange control, and particu¬ 
larly about the level of the black rate. Indeed, I wrote to Dennis 
a few days ago saying how comforted I feel by its decline and pointing 

* To find out what would have been required one cannot simply do a sum in 
proportion by taking Government expenditure as it actually was, since, if his scheme 
had bee n implemented, the rise of prices and tiic increase of Ckivcrnment expenditure 
(in money) would not ha\c been so great as il was. 
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out that its previous high rate was symptomatic of the large amouut 
which we must have been losing previously.* 

All the same, I am much perplexed as to how best to attack it 
controversially. The matter is frightfully technical, of a kind 
which you cannot possibly expect the public to understand or form 
a judgment on. I should think there are hardly more than half a 
dozen people in the country whose opinion is worth having. Also, in 
matters of detail, it is extraordinarily difficult to be quite sure of 
one’s facts. And I have learned to be cautious about public con¬ 
troversy unless I feel that I know the other fellow’s case beforehand 
better than he knows it himself. 

The concluding aphorism may be the key to his success ijqi 
many controversies. He observed it consistently and not only in 
the latter end of his life. In the following months he was busy 
composing successive memoranda, which he sent to Sir Frederick 
Phillips in the Treasury. On gth April the Chancellor of the 
Exchequer made an unsatisfactory statement, and Keynes was in 
correspondence with Mr. P. C. Loftus and Mr. R. Boothby wit)i 
a view to their bringing further pressure in the House oi Commons. 

In his note of the previous September he had not shown 
himself in favour of blocking sterling completely. He clung to 
the hope that it might be possible to preserv’^e some vestige of our 
international financial position during the war, and that this 
might stand us in good stead. He concentrated on the point 
that foreigners ought not to be allowed to sell sterling securities 
for freely convertible sterling. He also pressed very strongly for 
a unification of controls, as soon as practicable, to include not 
only the sterling area, but also France, Holland and Belgium. 
On 4th June he lunched with the Chancellor of the Exchequer 
to discuss these matters. On 7th June he had a good report from 
Dr. Plesch, who pronounced him fit for any moderate activity 
On loth June he submitted to the Chancellor a memorandum on 
integrating our external finance with that of France. He was also 
pressing the desirability of setting up a new department to deal 
with these matters. 


* The demand for fortign runenev art^e horn those encleavourmg to convert 
their $lerlmg assets, while the nupplv consisted Uigel> ol the pioceeds ol Bntish expoits, 
which the exchange control was failing to net In lart part ol our exports was going 
to enable foreigners to convert their sterling assets The decline m the black market 
rate was satisfactory, as being a sign that sterling was less in demand, t e that a smaller 
part of our exports was being lost to the use for which it was so much needed, the 
purchase of imports. 
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Amid all the stress and strain of those anxious months an 
event occurred which gave him the greatest satisfaction. The 
masters at Eton have one representative on the Governing Body, 
who is supposed to pay special attention to their interests. Keynes 
was their choice on this occasion. He threw himself into his 
duties with great energy, and attended meetings regularly during 
the next six years, save when he was in the United States. 

I find that by now 1 have no modesty when on my legs, 
even before a strange audience ”, he had written as an Eton school¬ 
boy. In the course of years he had made himself a supreme 
master of debate. That fine command of prose, manifested in his 
writings, was no less e\ident in oral discussion. Indeed, it was 
more spectacular, for his lightning speed of thought enabled him 
to improvise the just word and phrase. This gift was to serve us 
in good stead in the great negotiations with the United States. 
As a master of words Keynes was without peer in Washington or 
Bretton Woods. 

But on tJic Governing Body of Eton he met his match. The 
Provost of Eton, Lord Quicks wood (formerly Lord Hugh Cecil), 
had a command of the English language which was no less perfect. 
Elegant and epigrammatic, he was ever ready to hurl devastating 
insults in the most finely polished phrases. He had been a member 
of the House of Commons for thirty-eight years. Margot Oxford, 
with memories stretching back to her girlhood of Gladstone and 
other great English speakers, once accorded the palm of oratory 
among those of the younger generation to Hugh Cecil. He was 
viewy, with a tendency to adhere obstinately to rather a large 
number of principles, and he showed distinct signs of taking 
pleasure in argument for its own sake. The result of Keynes’ 
appointment was a series of most scintillating displays in the 
Governing Body. The rapiers flashed. The other Governors 
were men who could appreciate the fine points of the cut and 
thrust. We must envy them. What would the boys playing 
cricket in the sunshine outside have thought of this battle of Titans 
over the precise regulations concerning attendance at School 
Chapel during an air-raid ? Keynes himself enjoyed it thoroughly. 

He was especially well qualified to make important contribu¬ 
tions at Eton at this juncture. A reorganisation of the Bursary was 
required. As in other academic institutions, an efficient and 
conscientious Bursar was becoming so hard pressed by the great 
mass of detail, that he had not time for raising and considering 
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quoitiam of principle. Large problems concerning estates 
belonging to the School also arose at that time, and Keynes 
persnaded the Governing Body to adopt a bolder policy of invest*- 
ment, in the manner of King’s, and to hold a proportion of their 
capital in town properties and ordinary shares. He interested 
himself also in all manner of details, such as a pension scheme for 
the dames These activities were a source of pleasure to him. 
He had reached a time of life when it is agreeable to revive school¬ 
boy associations; the radical had mellowed somewhat, and in these 
years, when all around was crashing down, he was anxious that 
those good things that he had known as a boy should be preserved 
lor another generation. 

When France fell there was a round-up of enemy aliens, who 
were shipped to the Isle of Man. These included distinguished 
refugee scholars, who yielded to none in hating the Nazi regime. 
Those of good repute were released in due course, but there were 
delays and red tape. The old fire and fury flared up in his com¬ 
ments on the authorities, ‘‘ Our behaviour towards refugees is 
the most disgraceful and humiliating thing which has happened 
for a long time. Also rather disconcerting to find that we have 
such obvious fatheads still in charge ... if there are any Nazi 
sympathisers still at large in this country, we should look in the 
War Office and our Secret Service, not in the internment camps.'’ ^ 
“ I can remember nothing equal to what is going on for stupidity 
and callousness.” ^ He busied himself on behalf of certain 
economists, notably Mr. P. Sraffa, Mr. E. Rothbarth, Mr. H. W. 
Singer and Mr. E. Rosenbaum. A vast correspondence piled up. 
There were various authorities, both governmental and academic, 
which professed to be dealing with the problem. Keynes, 
determined to leave no stone unturned, wrote to them all, and 
persisted until the matter was put right. ^ 

In the month of June he received a second invitation, which 
was not so obviously attractive, because its import was obscure. 
The Chancellor of the Exchequer was forming a Consultative 
Council of eminent authorities to advise him on questions of 

* Letter to Mr F C Srotl, 23rd July 1940 

* Letter to Mr Leonard Elmhirst, 17th July 1940. 

3 It IS interesting to notice tliat Piofessor S L Hams, who has done so much to 
spread a knowledge of Keynes’ doctrmes in the Ututed States, propo&cd that the 
emolument for his article on “ American Gold Policy and Allied War Economics ” m 
the Economic Journal of June-September 1940, should be applied to a good cause in 
Bntam. On Keynes’ suggestion, he agreed that it should be given to one of the 
economist refugees, who had suffered financiallv from his mttriimtnt 

2 K 
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policy, and Ke>^cs was asked to join. In the month of Jtily he 
was dready submitting to the Council memoranda on such topics 
£is War Damage ” and the “ Prices of Equities These were 
business-like and relevant and far removed from academic imprac¬ 
ticability. It occurred at once to Sir Richard Hopkins that more 
adequate arrangements should be made to enable the Treasury 
to pick this very remarkable brain. (This was the same Hopkins 
who had represented the Treasury before the Macmillan Com¬ 
mittee.) Accordingly a room was provided. Keynes found him¬ 
self in the neighbourhood of Lord Catto,* and, after the change 
in Treasui) quarters due to the Blitz, next door to him; ^ their 
relations were always happy. This was the capacity in which 
Keynes re-entered the Treasury, and this was the capacity in which 
he remained there till the end. He was not a civil servant and 
drew no salary. 

Once he had obtained a room, it was inevitable that his 
influence should be felt. He had many ideas that he wished to 
bring forward, while the Treasury had nmch on which it wished 
to consult him. He spent most of his time in London now, 
going only for week-ends during term to Cambridge and during 
the vacation to Tilton. 

In the autumn of 1940 the exchange control problem, on whieh 
he had done so much work in the preceding months, had largely 
been sorted out. A system had been improvised which must 
be judged eminently successful by its results. During the course 
of the war we obtained credits from various external countries 
(excluding the United States and Canada), not all of them 
completely friendly, of no less an amount than £^^^7 million. 

In that same autumn wc were faced with a truly appalling 
problem in external finance, which was vividly described by the 
expression scraping the bottom of the barrel Our gold and 
dollar reserves were rapidly running out. France had fallen and 
Britain was fighting alone now. At all costs our powers ol equip¬ 
ping ourselves must be reinforced by American production. But 
there was no money to buy it. Clauses of the Neutrality Act and 
the Johnson Act still stood in the way of American aid, and 
Mr. Morgenthau had been forced to make a pledge to Congress 

* Dircctoi of the Bank of England, and Governor 1944-49 Lord Cat to had 
recently come into the Treasury m the high-sounding but indeterminate position of 
Economic Advisei to the Chancellor of the Exchequer ” 

^ By consequence he was sometimes known as Doggo — especially when he was 
moie reticent than usual about certain post-war reconstruction schemes. 
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(in September 1939) that no United States Treasury money 
should be \ised to assist a belligerent. None the less, we decided 
during that autumn to place vast orders for aircraft and tanks 
in the United States, for the payment of which no means were in 
sight. It was a gigantic gamble. The Treasury carried a terrible 
strain and screened the public from knowledge of our position. 
The word went out that we must order to the full limit of our 
needs and of the productive resources available. F'inance must 
be regarded as a secondary matter, and must not be allowed to 
stand in the way of our ordering programmes. Yet finance was 
not in fact secondary, and, had it not been that events moved in 
our favour in the United Slates, the programmes would have 
crashed in ruins. Those were anxious months as we waited for 
the Presidential election and for action to be taken thereafter. 

Something, indeed, had been already done by the Americans 
to help. Theie was the exchange of destroyers for bases. On the 
collapse of France, French orders were smoothly transferred to 
British account. The U.S. War Department conveniently con¬ 
sented to state needs for weapons in excess of their true require¬ 
ments, so that the Reconstruction Finance Corporation could 
furnish sufficient capital to firms to build factories on a correspond¬ 
ing scale. The British could then buy the output unwanted by the 
Americans, and thus be spared the capital outlay on the plant. 
Mr. Morgenthau obligingly told a press conference in September 
1940 that British orders had run into colossal figures, and that they 
were not wori'ying about any lack of funds, since they had plenty 
of money ! All these helps and aids did not alter the fact that we 
were 01 dering tanks and aeroplanes for which we had no money 
in sight to pa\. 

Wc still had, it is true, certain foreign investments, and had 
arranged for a regular sale of these at an early date. They put us 
in a dilemma. Some ot the investments consisted of marketable 
securities, the prices of which tended to collapse if one endea¬ 
voured to unload them upon the New York market at more than 
a certain rate. They produced a monthly trickle of dollars, but 
not more. Many of the investments were direct investments, 
the value of which, m one way or another, was tied up with British 
management, and it was extremely difficult to obtain anything 
like their true value for these by ordinary commercial sales. On 
the other hand, large figures had been quoted as estimates of the 
value of our foreign investments, and even our best friends in 
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America suspected that we were not making an all*out effort to 
sell them* 

Towards the end of October, at the request of an interdepart¬ 
mental meeting, Keynes prepared a memorandum on the relation 
of our assets to our post-war position, which was his first essay 
in stating the case that he was to have to argue to the Americans 
during the next five years. The difficulties of selling investments, 
save at a heavy loss, were pointed out. The cases where the value 
depended on individual management were discussed. He acknow¬ 
ledged that it might be possible to sell our rubber and tin interests 
en bloc for an agreed sum to the American Government, but argued 
that we should not do this unless the Americans were prepared 
to take over the political responsibility for governing the regions 
in question. We could not sell out all the remaining assets of our 
dependent Empire while retaining the heavy political liabilities 
involved. 

We should put it to the Americans that rather than sell 
everything outright at a heavy loss and then depend entirely on 
their direct assistance, it would be better for both parties if Ameri¬ 
can aid covered the whole programme of the British Purchasing 
Commission, while Britain undertook to be self-supporting for 
purchases outside that programme, and sold her assets gradually. 
He argued the need of a minimum gold reserve of /‘i^o million, 
to shield us from recurrent crises. Meanwhile Sir Frederick 
Phillips had proceeded to the United States, where he at once 
began his valiant work, which continued for some three years, 
of building up in American minds a knowledge of the British 
position. 

During September the Blitz was at its height. On September 
18th Keynes’ niece, Polly Hill, and his secretary, Mrs. Stephens, 
wexx having dinner with him in the kitchen. A land-mine fell 
in Gordon Street at the other end of the Square; the doors and 
windows of No. 46 were smashed and the glass was strewn around 
and upon them. They slept in the passage that night. It was 
only next morning that they were informed that there was an 
unexploded bomb in the neighbourhood. This entailed evacua¬ 
tion from Gordon Square for three weeks. During this period 
Keynes went to Tilton each night. 

I have breakfast every morning at 7 a.m. [he wrote to Dr. Plesch], 
leave the house before 8 a.m. and do not get back until about 
8.30 PM.; whilst rny day at the Treasury, which is now my head- 
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quMttn for all purposes, gets fuller and fuller every week. Neveti* 
tbcless, all this and the suppressed strain of the Blitzkrieg seems to do 
my health nothing but good. I get reasonably tired, but no dis¬ 
tressing symptoms. 

In the autumn of 1939 Lord Stamp, assisted by Sir Henry 
Clay and Sir Hubert Henderson, was charged with the duly of 
securing economic co-ordination. They had a slender staff, 
which was joined by Mr. Austin Robinson and Professor Jewkes 
on 1st January 1940. When the Chuixhill Government was 
formed in May, Mr. Arthur Greenwood, Minister without Port¬ 
folio, had the duty of co-ordinating the work of the various 
Ministries concerned with our economic effort. His principal 
civil servant, Mr. Francis Hemming, with wise foresight and 
commendable respect for economics, moved quickly and mustered 
a large team of professional economists. Although it was not 
clear at the outset that adequate work was available for them, 
this nucleus proved to be of great value as the war proceeded. 
The country owes much to Mr. Hemming’s initiative, for it alone 
prevented the dispersal of these economists, who would have been 
hard to recapture. Their close association had some importance 
for the future of economics. The association was by night as well 
as by day, for during the Blitz many of them slept in a basement 
below the massive structure of Scotland Yard, sharing it with 
the Metropolitan Flying Squad. There they could pursue their 
economic discussions removed from the din. Post-W’^ar research 
revealed that the innermost and apparently most secure sanctum 
was immediately below the pavement of the Thames Embank¬ 
ment. It is not surprising that they were severely shaken when a 
land-mine fell upon the County Hall opposite. 

They were all surprised at the large measure of agreement 
they found with each other, on the basis of their economic science, 
despite political differences and adherence to rival schools of 
thought. Of special interest was the close association which grew 
up between Mr. James Meade, a convinced Keynesian and 
moderate Socialist, and Professor Lionel Robbins, who had been 
a strong individualist and not entirely convinced of Keynes’ 
doctrines. These two were to prove able to co-operate in the 
closest harmony in the heavy work of planning ahead for post¬ 
war economic policy, external and internal. 

Mr. Austin Robinson, who had followed with interest Keynes’ 
study on How to pay for the Wau pressed the need for official work 
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OH the kind of statistics which Keynes employed in that book, and 
informed Mr. Hemming that Mr. Richard Stone was the ideal 
man for the purpose. He was accordingly brought into the party, 
and in the autumn of 1940 he and Mr. James Meade worked hard 
on an analysis of the national income and expenditure. Seeking 
further authority and guidance in their efforts, they naturally 
found their way to the room of Keynes, who gave them the utmost 
encouragement and help. In full collaboration with him, they got 
out an account that winter. Keynes pressed the importance of such 
statistics on the authorities. He won the support of the cautious 
Sir Richard Hopkins, whose instinct was to be extremely sceptical 
of calculations of this kind; once convinced, however, he valiantly 
championed them and in his turn had difficulty in persuading 
the Chancellor of the Exchequer that the account should be pub¬ 
lished at the time of the 1941 Budget.* This was indeed a great 
revolution. The Treasury had hitherto confined itself to figures 
for actual, known transactions. This account included estimates, 
and certain figures had to be obtained by the method of difference 
from other estimates — all of which was very dangerous. Yet 
this kind of national income accounting has come to be regarded 
as the essential tool of any economic planning, whether of an 
Individualist or Socialist variety, and other nations have followed 
Britain in presenting such accounts. The initiative must be 
attributed to Keynes, but for whose active interest the compilation 
would not have been made and published at that time. 

Mr. Stone felt that the 1941 paper was only a beginning and 
that much further work was desirable. Meanwhile Mr. Hern- 
ming’s group of economists had been divided into two quite 
distinct sections. It was thought to be desirable to make a sharp 
division between the economists who were engaged in compiling 
statistics relating to the war effoit and those whose duty it was 
to comment upon them for the benefit of Cabinet Ministers; 
the latter, if they were to be of any use, would naturally be 
expected to have strong views of their own, and there was the 
human danger that such views might influence the form in which 
the statistics were presented. The former group, namely, the 
compilers of statistics, became the Central Statistical Office, 
under Mr. Campion; while the latter became the Economic 
Section of the War Cabinet Secretaiiat, under Professor Jewkes, 

* An Analyst^; of the Sowce\ of War Ftnanre and an Estimate of the National Income and 
Expenditure in and rg^o 
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and later under Professor Lionel Robbins. Mr. Stone went into 
the Central Statistical Office. He felt doubtful whether his 
authorities there would allow him sufficient time for work upon 
the national income, and he approached Keynes for further sup¬ 
port. A plan was accordingly drawn up, by which, while retaining 
his position in the Central Statistical Office, he was attached to 
Keynes as his personal assistant in the Treasury. The work on 
the national income went ahead. Three or four times each week 
Mr. Stone visited Keynes, who took a meticulous interest in 
every detail. 

In September Keynes did a broadcast on British Finance After 
a Tear of War, He struck a note of optimism, appropriate to a 
time in which the Battle of Britain was waging but undecided. 
Seen in a broad perspective, our losses so far had not been great. 
But he gave a w^arning that severer sacrifices would be required. 
Two months later a further request came. There had recently 
been a campaign of propaganda in Europe based on Funk’s 
New Orderwhich was to bring prosperity to the European 
peoples. The Ministry of Information suggested that Keynes 
might do a broadcast to counteract this, and asked for his com¬ 
ments on some notes which had been prepared by the Ministry 
for use as British propaganda. Keynes at once spotted that the 
line proposed was not likely to be effective. It sought to discredit 
the New Order ” by contrasting it with the advantages of private 
enterprise and the Gold Standard, as we had known them before 
the war. Keynes pointed out that this pre-war regime had entailed 
severe unemployment and certain other features not wholly 
satisfactory. Might not listeners think that they would prefer to 
give the “New Order’' a trial? He urged, on the contrary, 
that the “ New Order ” should be attacked, not for what it set 
out to do, but for being a fraudulent offer» The British, too, had 
in mind something of a new order, but whereas the German “ New 
Order” would be based on the mark and be a means for the further 
exploitation of adjacent peoples, the British new order would be 
based on sterling and the wide resources of the Commonwealth 
and Empire. The British could implement, in a way that the 
Germans could not, an offer of greater prosperity for Europe. 
If he was to broadcast on these lines, the matter w^ould have to 
have interdepartmental consideration. There were counter- 
memoranda and meetings, and Keynes' draft began to assxime 
greater importance than the script of a personal broadcast. Might 
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it perfiaps be expedient to submit it to the Americans for comment, 
especially as Keynes had reverted to his idea of a post-war 
reconstruction fund? The matter remained in suspense for the 
time being. 

Two pieces of great good news came in the winter, the re-elec¬ 
tion of President Roosevelt in November and the announcement 
of Lend-Lease in January. Our worst financial perils were past. 
Good fortune, however, is soon taken for granted ; our expenditure 
was rising and our solvency remained in doubt. Now all thought 
was concentrated on the details of Lend-Lease. Was it too 
narrowly drawn ? Would it cover British as well as common-type 
munitions, tools for Canadian munition production, oil, food for 
the troops, food for civilians, tobacco, disbursements of Bntish 
ships ? These questions loomed into major importance. Then, 
what of the contracts for future delivery that we had already made, 
quite beyond our means ^ If these could be met, was there any 
chance of getting reimbursement of payments already made on 
capital account for United States plants ? Meanwhile, there was 
a decline of prices in Wall Street in February, which further 
impeded the sale of our assets. Memoranda on these topics 
piled up, and there was a flurry of interdepartmental meetings. 
The question whether we should have to use our last ounce of 
gold before getting any Lend-Lease aid became insistent. 

In March an exploratory visit to London was made by Mr. 
Ben Cohen, who had an office in the White House ; he was a man 
of wide vision and had a genius for tactful negotiation. Keynes 
put all the British troubles very frankly to him. 

On the next day bad news came. Mr. Harold Smith, the 
Director of the Budget, had pledged himself in Congress not to 
use Lend-Lease appropriations for back commitments. This was 
something of a disaster, for the commitments were truly more than 
Britain had the means to meet. Keynes got instantly to work 
on a new scheme, the essential idea of which was that a block of 
British securities should be handed over to the Reconstruction 
Finance Corporation as security for an outright dollar loan, to be 
redeemed over a term of years. The present owners would receive, 
in lieu of a dollar income, sterling from the British Treasury, and 
the managements would not be broken up. This was substantially 
the scheme that was finally adopted. Keynes had a further talk 
with Mr. Cohen and with Mr. Butterworth, who was returning to 
America to join the Reconstruction Finance Corporation. As the 
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ipestilt of these talks, Mr* Cohen conceived the idea, which he 
communicated to Mr* Winant, the Ambassador, who cordially 
agreed, that it would be a good thing for Keynes to make a personal 
visit to the United States and explain the British situation in 
detail on the spot. This visit was presently arranged. 


3 


In May he flew to Lisbon. Lydia accompanied him. He 
took the opportunity to interest himself in the negotiations for 
a monetary agreement with Portugal which were then proceeding. 
Having stayed at Estoril several days, waiting for the Clipper, he 
and Lydia flew to New York on 8th May and proceeded to 
Washington on loth May. Mr. Lucius Thompson (afterwards 
Thompson-McCausland) accompanied him as an assistant. This 
was the first of six visits which he paid to the United States in 
the yeans 1941-46, all of great importance. He had old friends 
in the United States, such as Mr. Walter Stewart, Mr. Felix 
Frankfurter and Mr. Walter Lippmann; he made many new 
ones. The recurrence of the visits was valuable, since the Ameri¬ 
cans with whom he had to deal came to know him well, to under¬ 
stand his idiosyncrasies and to feci the tic of personal affection for 
him. 

This first visit was an exploratory one; lie had a roving 
mission. He was empowered to discuss various points outstanding 
and to explain the British attitude in full. The main matters 
for discussion were the scope of Lend-Lease, the question of the 
British commitments prior to Lend-Lease, the problem of British 
exports in relation to goods acquired by Lend-Lease (the subject 
of the subsequent famous Export White Paper ” of September 
1941), the sale of British overseas investments and Britain’s need 
to maintain a minimum basic gold reserve of at least £1^0 million. 
It was thought that he might also discuss with the Americans 
their domestic problem of mobilising resources for war production, 
in the light of British experience, and the dangers of inflation. 
Then he also had in his pocket that draft for a broadcast talk on 
a new order ”, which might form the agenda for a discussion 
of post-war aims. 

In considering Keynes’ contribution to Anglo-American 
understanding, it is proper to refer to the work that had already 
been done. First and foremost there was the great series of tele* 
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grams from Mr. Churchill to the President, which described with 
matchless lucidity and logic Britain’s need. Free from all trace 
of the mendicant or the preacher, they set forth the common 
purpose of Britain and the United States, namely, the overthrow 
of Hitler, and what would have to be done for Britain, if that 
purpose was to be achieved. On a less exalted plane, mention 
must be made of Mr. Arthur Purvis, head of the British Purchasing 
Commission, whose pioneer work in assembling British require¬ 
ments and placing orders in 1940 is agreed by all to have been 
of the highest efficiency. He laid the foundations on which Lend- 
Lease was built. Splendid work was also done by M. Monnet, 
who remained in the United States after the fall of France as a 
member of the British Supply Council. 

In 1941 Keynes’ business mainly lay with the U.S. Treasury, 
Sir Frederick Phillips was already on the scene and had established 
excellent working relations. Steady and level-headed, of plain 
downright speech and palpable integrity, he won complete 
confidence. He became a familiar figure in Washington ; some¬ 
times unconventionally clad, resolutely plying his business, gaining 
the reputation eventually of being something of a character 
he seemed to be a symbol of Britain’s rock-like will and dogged 
imperturbability. He established a particularly good relation 
with Mr. Morgenthau. When he died in ] 943, the Treasury , after 
an interval, appointed Lord Brand as its principal representative. 
To him also Britain owes much. Bringing different qualities to 
the task, polished, intellectual, wise, with many long-standing 
connections in the United States, of vast experience as a banker, 
and thereby cautious, reticent, conveying by fine touches the 
kindliness and loyalty of his nature, he made a notable contribution 
to Anglo-American relations. 

The following pages are concerned only with the achievements 
of Keynes. The reader will not forget that there were other 
British citizens, from Lord Halifax downwards, who laboured 
effectively in the good cause, toiling hard through the sweltering 
summers of Washington, full of anxieties for their friends and loved 
ones at home, often unable to form a precise idea of what London 
was suffering from the Blitz or the flying bomb. Their work must 
be recorded elsewhere. 

It was Keynes’ task to explain both in broad outline and minute 
detail the facts of Britain's financial position. His peculiar 
idiosyncrasies made him well fitted for the task. 
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Phillips had not been able to supply quite all that was needed* 
He had the traditional British reserve* He was temperamentally 
averse from expatiating beyond his terms of reference and what 
was obviously relevant to the particular point at issue. He had a 
civil servant's proper caution, and he was not inclined to trust 
to or impart figures which had not been precisely verified. Thus 
equipped, he had success up to a point. But the Americans 
needed vsomething more. They thirsted for full and detailed 
knowledge, they wanted a background of general information, 
and, above all, they liked figures. In some cases they may not 
even have known precisely what it was they wanted to know, 
but were aware that they did not completely understand the 
situation for the lack of some clue. Keynes was ideally fitted to 
provide precisely all this. He gave the background ; he explained 
the why and wherefore and the ins and outs. He expatiated at 
large on motives, policies, alternative possibilities. That was his 
metier. Above all, he w^as always ready to guess a figure in order 
to illustrate a point. He made no claim to having more know^ledge 
than was available. When he provided private estimates, he 
admitted that they might be wrong. He explained that he was 
doing his best with impel feet data. Everything w^as explained in 
full. All these efforts were most gratefully accepted, and the con¬ 
sequence was that from that time forward there was a much more 
intelligent appraisal of British problems on the American side. ^ 

Keynes established a close contact with Mr. Oscar Cox, who 
had a great hand in the original devising of the Lend-Lease 
scheme and played a vital part throughout the war, and he got 
to know many other officials in the Treasury. Later in the year 
he told the British that Harr>^ White was a constructive mind 
And then there was Mr. Morgenthau. Except for the President 
himself, Mr. Morgenthau had done more than any other American 
to help the British in tlie dark days of 1940. He had had his hand 
in those favourable arrangements which have already been referred 
to. It was not only in general measures of policy, but in all the 
detailed administration, that a friend could be of service. He 
exerted the utmost pressure to get supplies for Britain moving, 
often going far outside his proper ambit as Secretary to the 
Treasury. All this was not well understood in the British Treasury 
at the time, where he was still regarded as somewhat enigmatic. 

Acute observers had some doubt whether the first impact of 
Keynes on Mr. Morgenthau was a happy one. He delivered a 
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feoitiily on Britain’s cas^> which was no doubt fin^ and 
but perhaps not quite what one would have addressed to a man 
whom one knew to be already quite convinced on that score^ 
Mr* Morgenthau was of an essentially cautious temperament and 
likely to be on his guard against people who seemed to be over-^ 
clever. Thus in the first pliase he may not have been altogether 
favourably impressed.^ Be that as it may, in due course they 
became great friends, each understanding the subtler points in 
the character of the other. This friendship was an important 
factor in the development of financial relations between the coun¬ 
tries during the later period of the war. 

Mr. Morgenthau, rather reserved in manner, addressed me in 
carefully chosen words ; fixing me m his kindly regard, he began 
his character sketch of Keynes: “ He was a gentle soul. ...” 
This is what Fay had so soon discovered; this is the trait which 
dominates the memories of Sheppard after forty-four years of 
intimate friendship; Lytton, loo, had been a gentle soul. Mr. 
Morgenthau evidently had the root of the matter in him. When 
he opened with these words, I had a vivid sense that we belonged 
to one civilisation, the wide waters over which 1 had travelled 
to him making no difference. 

“ He was a very fine and pertinacious negotiator,” Mr, 
Morgenthau proceeded; every visit he paid advanced the 
British cause. He was the best emissary they could have chosen; 
they were not always so happy m their choice.” Mr. Morgenthau 
did not think that Keynes’ sarcasm and barbed utterances did 
any harm. His shaip repartees were good rather than bad for 
personal relationships, because they were stimulating and made 
one feel at the top of one’s form, and one valued the person 
responsible for the stimulus. “ He had a very fine intellect, but, 
unlike many intellectuals, was never cold, so that one always haci 
a feeling of intimacy with him.” 

One evening early in June a dinner was given at the National 
Press Club for Keynes to meet Mr. Leon Henderson and about a 
dozen others responsible for policy in the office of Price Adminis¬ 
tration and Civilian Supply. Keynes urged that a more repressive 
fiscal policy was needed to prevent the American economy falling 
victim to inflation. A correspondence with Mr. Walter S. Salant 
followed about the figures and basic assumptions. Mr. Salant 
explained that they were taking into account not only the “ multi- 

^ Mr Morgenthau does not confirm this himselt 
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pliers ** bat also the acceleration effect of defence expenditure* 
It was satisfactory to Keynes to find that his own tools of analysis 
were being used by those responsible for framing policy with 
characteristic American statistical thoroughness. 

y. M. Keynes to Walter S, Salant^ syth July ig^i 

There is too wide a gap between the intellectual outlook of the 
older people and that of the younger. I have been greatly struck 
during my visit by the quality of the younger economists and civil 
servants in the Administration. I am sure that the best hope for good 
government of America is to be found there. The war will be a great 
sifter and will bring the right people to the top. We have a few good 
people in London, but nothing like the numbers you can produce here. 

Soon after his arrival Keynes had a discussion with Lord 
Halifax about his “ New Order draft. On 28th May he and 
Lord Halifax had an interview with President Roosevelt on this 
topic. The President expressed great satisfaction. He agreed 
with the line of thought, while expressing reluctance to enter yet 
into detailed plans for the post-war situation. This point of view 
accorded with British thinking. He had one or two criticisms of 
the draft. Being designed as a counter-blast to Funk, it was con¬ 
cerned with European reconstruction. The President felt that 
any important statement concerning war aims should take the 
whole world for its province. It was not only in Europe that a 
great reconstructive effort would be required. Furthermore, he 
noted that a British policy was being offered for the consideration 
of the nations as giving better promise of genuine advancement 
than anything that the Germans could offer. But, he pointed out, 
the United States was also standing by. If the British could offer 
more than the Germans, how much more could the British and 
Americans together offer. If an alternative was to be presented 
to the world, let it be not on a British but on a joint British and 
American initiative. This interview was before his Atlantic 
meeting with Mr. Churchill, No doubt his mind was moving in 
that direction, and he may have felt that an important British 
declaration of aims might spoil the market for what he hoped to 
bring about on a joint basis. Thus, although the interview was 
satisfactory in showing agreement of general attitude between the 
President and Keynes, it was discouraging as regards any imme¬ 
diate action on the draft Meanwhile things were taking their 
own course on the other side of the Atlantic, There the Keynes 
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dtaft had been in active circulation. On 29th May, the day 
after the interview with the President, Mr. Anthony Eden made 
an important speech on war aims; the economic section of this 
was based upon Keynes'* draft. The speech was welcomed in the 
press of America, which had long thirsted for more information 
on British intentions, although, unlike the President, it desired 
still more detail. Thus Keynes’ work on this draft had borne 
good fruit. 

Already in America there had been much thinking in official 
circles about the final outcome of Lend-Lease. It was generally 
agreed that the post-war world ought not to be burdened with 
a large money debt, and that repayments in kind of a multitude of 
Lend-Lease articles, from service aircraft to tobacco, would be 
impracticable. The idea germinated that claims in respect of 
Lend-Lease might be waived, not in return for tangible goods, 
but for a British undertaking to pursue a policy, in co-operation 
with the United States, that would be helpful for world recovery 
and prosperity and the consolidation of peace. Upon what such 
a policy should be based there were many ideas. 

The several Ministries in the United States have been likened 
to independent sovereign powers. The sharp separation of the 
legislature from the executive and the absence of a Cabinet 
system on the British model have the elTect of allowing each 
Department to develop its own policy and to go far in executing 
it without ensuring that the other Ministries are completely in 
line. There is, no doubt, the same tendency on the British side 
also, but the checks are stronger. The American system has its 
disadvantages, but it may afibrd better protection to the liberty 
of the subject. There is something to be said for dissipation of 
power at the centre. 

Dominating the scene, so far as external relations are con¬ 
cerned, is the State Department. Mr. Cordell Hull, an eminent 
personage and much loved, had at this time been Secretary of 
State for many years. He had done splendid work with his 
Trade Agreements in a world of growing economic nationalism. 
He had played a lone hand in the international scene, but he 
did not lose courage. It occurred to him that this Lend-Lease 
situation might be an opportunity to secure British co-operation 
in his tasks, and to inaugurate a bold move to reduce trade 
obstacles. It was paradoxical that the Government of the United 
States, traditionally a highly protectionist country, should be 
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taking the lead towards greater freedom of trade* While a general 
redaction of tariflfs was considered desirable, Mr. Cordell Hull’s 
particular bugbear — and this was in line with State Department 
tradition — was “ discrimination Discrimination occurs when 
country A fixes a higher tariff on imports from country B than 
on those from country C or in other ways treats fi and C unequally. 
The Ottawa Agreements had been particularly offensive to him. 
It was a natural and proper tradition of the State Department 
to oppose any arrangements whereby American exporters were 
given less favourable tariff terms than exporters from other coun¬ 
tries. Meanwhile the situation had become more complicated. 
The trading policy of Germany, with Herr Schacht as the master 
mind, had been shaped to secure the economic exploitation of 
weaker foreign countries and to promote the political aims of 
Germany. It seemed perfectly obvious to the State Department 
that all right-thinking people would desire, after the war, to 
extirpate these forms of trade policy from the world for ever. 
Some might even feel that this was one of the most important 
war aims. 

Mr. Hull’s ideas were reflected in the mind of his able lieu¬ 
tenant, Mr, Leo Pasvolsky. At the outbreak of the war the 
British Embassy in Washington was lucky enough to be able to 
attach to its staff the British economist, Mr. Redvers Opie, who 
happened to be on the spot. It was his duty, as economic adviser 
on Anglo-American relations, to regard the State Department as 
the supreme authority 011 the American side. He soon established 
good relations with Mr. Pasvolsky. The consequence was that 
the State Department had an excellent channel for ensuring that 
its views were known to Britain. This was most valuable. There is 
no doubt that British policy in relation to the United States w'as, 
and still is, gravely handicapped by the existence of the Atlantic 
Ocean. It appears to be extraordinarily difficult to comprehend 
in London the thinking that is proceeding on the other side. 
Even a personal visit is inadequate; the British emissary retinns 
with a clear mental vision of the American attitude; but after a 
month or two the vision usually seems to fade, and American 
attitudes sometimes change quickly. Lord Halifax used Mr. 
Opie’s advice freely and embodied it in dispatches which had 
influence in the highest quarters in London, 

The consequence of Mr. Opie’s activities was undoubtedly to 
bring home forcefully to the British mind that the American 



JOHN MAYNASi.D KEYNES mt 

attitude about discrimination was not a chance foible of Maf. 
Hull, but had full State Department backing and would continue 
to be a leading influence in American foreign policy. The British 
attitude on this would undoubtedly have a most serious influence 
in determining whether the settlement of Lend-Lease would be 
satisfactory or not. It was important that the British should 
understand this. 

The State Department, working quickly, drafted a clause, to 
be inserted in the definitive Lend-Lease Agreement, which was 
show’n to Keynes. This was known as the ‘‘ consideration 
and was the first version of what ultimately became the famous 
Article VII of the Mutual Aid Agreement (February 1942). It 
was not, however, when first presented, identical with this article; 
in its original stripped form the only “ consideration ” was the 
elimination of discrimination Now this word included not 
merely Imperial Preference, but all the Schachtian devilries. 
None the less, it might be regarded as a request by the Americans 
that we should abandon Imperial Preference in return for being 
let off the repayment of Lend-Lease goods.^ 

Keynes, as may be expected, reacted unfavourably. He, too, 
had had the idea that (he Lend-Lease commitments might some¬ 
how l>e tied up with a big programme of collaboration in world 
reconstruction. What he had in mind was the application with 
American assistance of Keynesian remedies for unemployment 
and trade depression on a world scale. He was not averse from 
breaking dowm the barriers to trade, ljut thought that the necessary 
pre-condition was a much more thoroughgoing policy of recon¬ 
struction. He had also in the forefront of his mind the appalling 
problems that Britain would face after the war in the matter of her 
own trade balance. It was, thciefore, far from his thought that 
all could be set right by the mere elimination of “ discriminatory ” 
practices from trade policy. Mr. Opie affirms that he referred to 
this first draft of Article Vll as ‘‘ the lunatic proposals of Mr. Hull 
He had to bring them back to England. 

The word was passed around in certain British official quarters 
that Keynes had created an unhappy impression in the United 

’ Critics of Aiticlc VII have wrongly represented it as a concession wrung from 
us by Amenc ans m our hour of need in return for supplies , this view is quite without 
foundation the article is concerned not with the provision, but with the post-war 
settlement, of Lend-Lease, the supplies would have come just the same, had we 
refused to sign, but we should not then have been able to proceed to joint discussions 
on post-war reconstruction 
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Stales by insisting that after the war Britain would have to adopt 
bilateral methods in her trade policy. When the matter came 
to his ears, he strongly denied that he had advocated such a policy* 
He had in fact only had one talk about such matters in the State 
Department. In this he had taken the line that Britain would 
be driven willy-nilly to such a policy, unless there was a deter¬ 
mined effort to reconstruct world trade and finance after the war, 
an effort which presupposed generous support from the United 
States, This single talk had been interrupted in the midst by 
the other engagements of his interlocutors. It was quite monstrous 
to charge him with having spread the doctrine of bilateralism 
on the strength of it. 

Mr. Harry Hawkins recalls the occasion; he had been the 
spokesman of the State Department. Keynes had indeed warned 
his audience that Britain would have to employ all the weapons 
of Dr. Schacht, unless there was a large joint Anglo-American 
effort to restore equilibrium of trade and thus make such devices 
unnecessary. Mr. Hawkins had not come briefed to make any 
adequate reply, and they had been pressed for time. He had 
confined himself to giving a counter-warning. Should Britain 
indeed feel compelled to adopt such measures, the United States 
would be driven, not out of ill-will, but by the inevitable logic of 
events, to adopt a similar policy herself. She would have to do so 
to protect and enforce the just claims of her own citizens. In this 
economic warfare, he pointed out, it was only too probable that the 
United States would be the victor. If Britain was hard driven and 
seriously attempted to employ Schachtian tactics, she must remem¬ 
ber that she would not gain the benefits of a Power who did this 
alone, but would lead all others, including the United States, to 
similar ways, and the law of the jungle would rule in foreign 
trade. Weighty words! 

Opinions may differ whether it was wise at this juncture to 
suggest that Britain might feel impelled to employ Schachtian 
methods when the war was over; it was certainly imperative 
that the Americans should recognise as early as possible the full 
magnitude of her prospective problems ; was it not expedient to 
be forthright at the very outset in unfolding their possible con¬ 
sequences ? Be that as it may, Keynes’ principal work had been 
in the U.S. Treasury, where this first visit was deemed highly 
successful. In some respects it might be regarded as the most 
important of all his visits. By his full statement of the British 
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position on the lines I have already described, he laid the founda¬ 
tion of all that was to follow. He gave the Americans the kind 
of information which made them feel able to gauge requests for 
assistance in all its various forms in subsequent years by reference 
to their own knowledge of the facts. That made all the difference. 
It is hinted that the State Department may have been a little 
jealous at being excluded from the Keynes conversations. It was 
his work in the Treasury that mattered, for it was that which 
provided us with the sinews of war. 

4 

As he flew home, he could feel that something had been 
achieved. The scope of Lend-Lease aid had been broadly defined ; 
the project for a loan against the deposit of British securities was 
well in hand ; by legal devices, such as the taking over by the 
U.S. Services of British orders and the subsequent release of the 
products for the benefit of Britain, it appeared that the Americans 
would carry a substantial part of pre-Lend-Lease commitments; 
he felt that his arguments on the need for Britain to be allowed 
to retain some basic gold reserve had, at least, made some im¬ 
pression, and he could tell the Treasury that Mr. Morgenthau was 
a solid friend. 

Scarcely had he landed in England when all went amiss. 
On the vital point of pre-Lend-Lease commitments Congress 
passed legislation which made the means that had been devised 
impracticable. The War Department appropriations had been 
severely cut, so that it would no longer be able to take over the 
old British orders. The unlimited contract authorisation for 
certain supplies for the armed forces was repealed. The power 
to lend-Iease vessels under the Maritime Commission was reduced 
to the power to lease them. Meanwhile the date of the next 
authorisation of Lend-Lease funds had been postponed, so that 
there was a prospect of the money available for certain categories 
of supplies running out before new money was provided. The 
formulation of principles (the Export White Paper) to ensure 
that Lend-Lease goods were not re-exported by Britain, and that 
Britain did not embody in her exports Lend-Lease materials of 
a kind that were scarce in America, was proving difficult. Mean¬ 
while, from every side there was news of delays in Lend-Lease 
deliveries. In a pessimistic moment Keynes minuted that “ if we 
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are to be honest with ourselves, we must admit that the switch 
over from cash purchase to Lend-Lease has retarded the war 
effort by six months No doubt such teething troubles were 
inevitable; as the months passed these difficulties were adjusted, 
and the machine soon began to run much more smoothly* 

A minute which Keynes wrote on 22nd August about the 
disappointing Congressional legislation has a general interest: 

Nevertheless, it is a good example of what I previously empha¬ 
sised, namely, that one can take nothing whatever for settled in 
U.S.A., for the sufficient reason that the Administration, not being 
in control of Congress, is not in a position to enter into commitments 
on anything. We shall have to bear this in mind in all the negotia¬ 
tions for Anglo-American economic co-operation. What our 
representatives say binds the British Government. What the State 
Department or the Treasury or the Departments of Commerce or 
Agriculture may intimate in the course of our conversations with 
them can and does bind no one. Thus every bargain can, and very 
likely will, be overthiown by Congress. It is one thing to make 
concessions for a definite quid pro quo, another one to make them 
for promises which evaporate in practiee. We shall, therefore, have 
to be very careful in tying up our side of the bargain with theirs 
and making the one definitely contingent on the other. 

There was trouble, too, about the consideration It was 
good news that Britain might be able to get quit of all Lend- 
Lease obligations in return for a declar*ation of policy. But the 
high protectionists were up in arms. Imperial Preference was 
threatened. On this topic strands of thought became tangled 
in both countries. In Britain some resented the idea mainly on 
sentimental grounds that we should be asked to abrogate this 
valuable symbol of Commonwealth and Empire unity. Others, 
who were reasonable men, held that Britain, faced with appalling 
prospects on her trade balance after the war through the Joss of 
her overseas investments, could not afford to abandon any device 
that might assist her to retain or enlarge her export trade. Such 
motives were honourable and not fundamentally inconsistent with 
what the State Department had in mind. Most of those who 
held such opinions would not have deemed it a wise long-run 
policy to push the system of Imperial Preference further and build 
up a self-supporting British Empire bloc. But there was a small 
minority which did hold this view; and these were the real 
enemies of the State Department doctrine. Tt must be emphasised 
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that this minority was much too small to influence British policy, 
if the issue had been clearly put. The unfortunate thing was that 
the State Department had drafted its “ consideration in such 
a form as to enlist on the side of the narrow group of British 
Schachtians the far larger and more influential numbers who were 
wedded to a moderate measure of Imperial Preference on grounds 
of sentiment or cautious prudence. 

Opinions of Ministers were collected. Some saw great 
possibilities in this new search for a basis of Anglo-American 
co-operation ; the majority, as is normally the case, fastened their 
attention on the objections. Keynes saw the importance of meet¬ 
ing this generous gesture of the Americans in a welcoming and 
constructive spirit. He continued to search about for a formula 
which should make the commitment to abandon “ discrimination ’’ 
conditional upon the joint Anglo-American effort having created 
a sufficiently prosperous world to make such discrimination no 
longer necessary. He was ready to fall in with the State Depart¬ 
ment, always provided that the whole problem of international 
economic reconstruction was tackled by the two nations in an 
able and imaginative way. 

Meanwhile the narrow formula of the ‘‘ considei ation ” was 
far from giving satisfaction to many bold thinkers in the American 
Administration. In fact there were heated inter-departmental 
disputes. Even in the stronghold of the State Department itself 
there was dissentient opinion. On two afternoons in August a 
new form of words, on the lines of the published version of Article 
VII, was hammered out there by Mr. Dean Acheson, Mr. Herbert 
Feiss, Lord Halifax and Mr. Opie. 

None the less, the matter dragged on. The calamity of Pearl 
Harbour took place. Some thought that the Americans would 
forget for a while about the non-discrimination But the 
State Department was adamant. The matter came finally to an 
interchange of communications between President Roosevelt and 
Mr. Churchill early in 1942. These have not been published. 
The Mutual Aid Agreement, including the consideration ” in 
the form of Article VII, was signed in February. 

Mr. Churchill was able to give comfort to his protectionist 
supporters. The fact that the problem of eliminating discrimina¬ 
tion was to be discussed, without prejudice, in relation to the whole 
problem ol world economic reconstruction, was emphasised. The 
commitment was subject to certain safeguarding expressions. 
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Cmditiom mmt be such as to promote mutually advantageous 
economic relations ” ; the objectives were to be obtained in the 
light of governing economic conditions Britain could not be 
asked to abandon defences that were vital to her position. How¬ 
ever, it would clearly be quite wrong to suppose she retained as 
great a freedom to determine her own economic policy as she 
would have had if the Article had never been signed. American 
opinion considered it a great step forward, and it was widely 
acclaimed by the American press; it was felt that Britain had 
pledged herself to eschew unncighbourly policy. One cannot 
argue that signing the Agreement was merely putting one’s name 
to empty words. Britain was pledged not to go forward on the 
lines of building up a self-suflScient bloc in contradistinction to 
America, on the one hand, and to Russia, on the other. She was 
pledged to move away from discriminatory policy, so far as 
governing economic conditions allowed. Keynes fully under¬ 
stood this and accepted its implications. All turned on whether 
adequate measures could be devised under the other clauses of 
the Article to create a prosperous world, in which discrimination 
could be dispensed with. 

Keynes meanwhile retained his other interests. In October 
he received an invitation to join the Board of Trustees of the 
National Gallery, a fitting tribute to bis long-standing study and 
patronage of the art of painting. It was nearly a quarter of a 
century since the Degas sale. 

In the same month he was elected to the Court of the Bank 
of England. This created quite a stir. Had not Keynes been the 
foremost assailant of the policy of the Bank for twenty years? 
The formula which he used in replying to friends who wrote to 
him in a congratulatory and sometimes chaffing vein, was — 
‘‘ which will make an honest woman of the other is anyone’s 
guess ”. The sober historian has to record that no great change 
in either resulted. Keynes soon discovered that a Director, as 
such, played little part in shaping Bank policy. This was done 
mainly by the higher staff, and by one or two Directors, who 
gave their whole attention. Characteristically he took an active 
interest in the institutional side. New Directors by custom served 
on the Staff Committee, and he threw himself into discussions 
on conditions of service of junior ranks and the investment policy 
of the Superannuation Fund. He enjoyed making a close scrutiny 
of how policy decisions were given practical implementation, 
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and, of course, he was intensely interested in the historical trap¬ 
pings of the Bank, 

Thus duties multiplied. After his homeward flight from 
America he had a bad turn and took a rest in the country. But 
on the whole his health was remarkably improved. Lydia 
maintained her ceaseless vigilance. The pressures from which 
she had to protect him were multifarious. He was still Bursar 
of King’s, a Director of the Provincial Insurance Company, an 
ardent book-collector, a Governor of Eton, editor of the Economic 
Journal, and he kept a watchful eye on his farm in Sussex. 

Before we proceed to the great drama of the Anglo-American 
tiegotiations, we may cast our view forward to another invitation, 
which came to him in February 1942, and led to a wide range of 
new activity, Mr. Tom Jones, formerly Lloyd George’s private 
secretary, a man behind the scenes, famous among those who knew 
for doing his best to av’^oid fame, had been the inspirer of a multi¬ 
tude of projects to bring sweetness and light. To the war, with 
its Blitz and bleakness and impending catastrophe, he reacted in 
a characteristic way; he thought this would be a good moment 
to get together a ‘‘ Committee for the Encouragement of Music 
and the Arts As Chairman of the Pilgrim Trust, which adminis¬ 
tered money supplied by the American, Mr. Harkness, for good 
purposes in Britain, he was able to allot funds for the purpose of 
this Committee. Its object was to make the best kind of artistic 
production available up and down the country to a large number 
of people engaged upon their several tasks in the untoward 
circumstances of war. The project had already achieved some 
success when Keynes was invited to become Chairman. He 
hesitated. His work at the Treasury was now heavy, and he 
had to think of what his physical condition would stand. But the 
proposal was extraordinarily tempting. It would be a joy to 
be in close contact with artistic enterprises, when his soul was 
weighed down by his heavy and anxious Treasury work. There 
was something more important. He had long been of the opinion 
that in the modern world art required a new kind of support to 
take the place of the patronage of affluent classes in earlier times. 
This idea had been in his mind in his work for the London 
Artists’ Association, for the Camargo Ballet Society, and for the 
Cambridge Arts Theatre. There was another idea. In the time 
to come the mass of people should be able to enjoy the delights 
of fine art which in the past had been reserved for the favoured 
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few. At the moiment economic prospects were black, but there 
was always running in his mind the theme of “ Economic Possi¬ 
bilities for our Grandchildren In the long run, after this 
set-back, the economic problem would be “ solved ”, It was not 
too soon to prepare the ground. He saw in C,E.M.A. the germ 
of a great idea. 

He accepted the invitation. He threw himself with zest into 
his task, and showed all his wonted interest in minute detail. 
He brought to this work his unusual combination of administra¬ 
tive efficiency with understanding of the artistic temperament. 
It was a great thing for C.E.M.A. to have a man with these 
qualities to guide its affairs in the early days. He maintained a 
great correspondence with the Secretary, Miss Mary Glasgow, 
both from his desk in the Treasury and from the United States. 
He required minutes of all tlie meetings to be sent to him when 
he was abroad. The activities of the Committee were of many 
varied kinds. One of his letters, for instance, contains detailed 
suggestions concerning music travellers, symphony orchestras, the 
Vic-Wells Ballet, Regional Organisers, the Mercury Players, 
Cambridge Regional poetry readings, the British Institute of 
Adult Education, and the Theatre Royal, Bristol. The reconstruc¬ 
tion and reopening of the charming eighteenth-century Bristol 
theatre was a notable achievement. 

C.E.M.A. was concerned with high art — the task of bringing 
popular music and plays to the forces and canteens was left to 
the E.N.S.A. organisation — and Keynes insisted on the mainten¬ 
ance of its standards. At the same time, he believed that in the 
long run this high art should be self-supporting. One experiment 
after another was tried, but he became a little suspicious when a 
particular line showed persistent losses. His ideal for C.E.M.A. 
was that at the final stage, no doubt not to be reached for a long 
time, it should have no disbursements except the cost of adminis¬ 
tration. He did not usually favour a simple grant for a particular 
project, but preferred a complicated division between grant, loan 
and guarantee, as in the prOsSpeclus of a new company; and he 
expected projects to furnish him with very detailed financial 
statements, C.E.M.A. was essentially for the support of profes¬ 
sional art; he frowned upon amateurs, thereby sometimes being 
in conflict with other members of the Committee. The organisa¬ 
tion soon became very complicated, with panels for each branch 
of art and local committees. He always sought to bring the artists 
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themselves into the conduct of affairs, trusting the experts. He 
was especially good at keeping the staff fully apprised of all that 
was happening. They found it a pleasure to work with him. But 
he could be severe. He wrote from America, “ I was, therefore, 
considerably shocked by the light-heartedly enthusiastic way in 
which the Council gave the Executive Committee authority 
without, so far as I can see, any of the necessary information 
before them ... no doubt you will be able to assure me that it is 
not quite so irresponsible as it looks from the Minutes which have 
reached me. There is rather too much of an air of ‘ warm 
endorsement ’ of half-baked ideas in these Minutes to leave me 
quite happy.” 

As the war proceeded and austerities increased, the pleasure 
to be derived from things artistic was heightened. The following 
extract from his preface to the catalogue of a C.E.M.A. exhibition ^ 
of French book illustrations is characteristic : 

Some may feel envious of such magnificence . . when the cry 
for austerity heie is having the unfortunate result of making those 
wretches, who like it as such, appear virtuous. But the sight of 
these books will at least encourage us to insist that we should forget 
austerity and “ war emergency arrangements ” at earliest 
possible moment, and that theie are such things as false economies 
in knowledge and the civilising arts, which m fact use up an infini¬ 
tesimal quantity of materials in relation to their importance in the 
national life and the comfort they can give to the individual spirit. 

Before the war was over, it was decided to put C.E.M.A. 
upon a permanent basis with the title of the Arts Council of 
Great Britain At this point Keynes arranged that responsi¬ 
bility for the public grant should be transferred from the Ministry 
of Education to the Treasury. This brought the Arts Council 
into line with the universities and was designed to ensure that in 
times to come government interference should be kept down to a 
minimum. 

This brief account does not reflect the importance of the place 
in his thoughts occupied by C.E.M.A. and the Arts Council until 
the time of his death. On the occasion of the formation of the 
Arts Council Keynes gave a broadcast talk,^ extracts from which 
may better serve to explain the ideal for which he was working. 

In the early days of the war, when all sources of comfort to 
our spirits were at a low ebb, there came into existence, with the 
* *^ 4 r> * The Listener, 12 th July 1945. 
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nid cjf the Klgrim Trust, a body officially styled the “ Council for 
the Encouragement of Music and the Arts ”, but commonly known 
from its initial letters as C.E.M.A. It was the task of C.E.M.A, to 
carry music, drama and pictures to places which otherwise would 
be cut off from all contact with the masterpieces of happier days 
and times; to air-raid shelters, to war-time hostels, to factories, to 
mining villages. E.N.S.A. was charged with the entertainment of 
the Services; the British Council kept contact with other countries 
overseas; the duty of the C.E.M.A. was to maintain the oppor¬ 
tunities of artistic performance for the hard-pressed and often exiled 
civilians. 

With experience our ambitif>ns and our scope increased. I 
should explain that whilst C.E.M.A. was started by private aid, 
the time soon came when it was sponsored by the Board of Education 
and entirely supported by a Treasury grant. We were never given 
much money, but by care and good housekeeping we made it go 
a long way. At the start our aim was to replace what war had taken 
away; but we soon found that we were providing what had never 
existed even in peace time. That is why one of the last acts of the 
Goahtion Government was to decide that C.E.M.A. with a new 
name and wider opportunities should be continued into time of 
peace. Henceforward we are to be a permanent body, independent 
in constitution, free from red tape, but financed by the Treasury 
and ultimately responsible to Parliament, which will have to be 
satisfied with what we are doing when from time to time it votes us 
money. If we behave foolishly any Member of Parliament will be 
able to question the Chancellor of the Exchequer and ask why. 
Our name is to he the Arts Council of Great Britain. I hope you 
will call us the Arts Council for short, and not tiy to turn oui 
initials into a false, invented word. We have carefully selected 
initials which we hope are unpronounceable. 

I do not beheve it is yet realised what an important thing has 
happened. Slate patronage of the arts has crept in. It has 
happened in a very English, informal, unostentatious way — half- 
baked if you like. A semi-independent body is provided with 
modest funds to stimulate, comfort and support any societies or 
bodies brought together on private or local initiative which are 
striving with serious purpose and a reasonable prospect of success 
to present for public enjoyment the arts of drama, music and 
painting. 

At last the public exchequer has recognised the support and 
encouragement of the civilising arts of life as a part of their duty. 
But we do not intend to socialise this side of social endeavour. 
Whatever views may be held by the lately warring parties, whom 
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you have been hearing every evening at this hour, about socialising 
industry, everyone, I fancy, recognises that the work of the artist 
in all its aspects is, of its nature, individual and free, undisciplined, 
unregimented, uncontrolled. The artist walks where the breath of 
the spirit blows him. He cannot be told his direction; he does not 
know it himself. But he leads the rest of us into fresh pastures and 
teaches us to love and to enjoy what we often begin by rejecting, 
enlarging our sensibility and purifying our instincts. The task of an 
official body is not to teach or to censor, but to give courage, con¬ 
fidence and opportunity. Artists depend on the world they live in 
and the spirit of the age. There is no reason to suppose that less 
native genius is born into the world in the ages empty of achievement 
than in those brief periods when nearly all we most value has been 
brought to birth. New work will spring up more a]:>undantly in un¬ 
expected quarters and in unforeseen shapes when there is a universal 
opportunity for contact with traditional and contemporary arts in 
their noblest forms. 

But we do not think of the Arts Council as a schoolmaster. 
Your enjoyment will be our first aim. We have but little money 
to spill, and it will be you yourselves who will by your patronage 
decide in the long run what you get. In so far as we instruct, it is a 
new game we are teaching you to play — and to watc h. Our ar- 
time experience has led us already to one clear discovery: the 
unsatisfied demand and the enormous public for serious and fine 
entertainment. This certainly did not exist a few years ago. 1 do 
not believe that it is merely a war-time phenomenon. I fancy that 
the B.B.C. has played a big part, the predominant part, in creating 
this public demand, by bringing to everybody in the country the 
possibility of learning these new games which only the few used to 
play, and by forming new tastes and habits and thus enlarging the 
desires of the listener and his capacity for enjoyment. I am told 
that today when a good symphony concert is broadcast as many as 
five million people may listen to it. Their ears become trained. 
With what anticipation many of them look forward if a chance 
comes their way to hear a living orchestra and to experience the 
enhanced excitement and concentration of attention and emotion, 
which flows from being one of a great audience all moved together 
by the surge and glory of an orchestra in being, beating in on the 
sensibilities of every organ of the body and of the apprehension. 
The result is that half the world is being taught to approach with a 
livelier appetite the living performer and the work of the artist as it 
comes from his own hand and body, with the added subtlety of 
actual flesh and blood. 
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Wc of the Arts Council arc greatly concerned to decentralise and 
disperse the dramatic and musical and artistic life of the country, 
to build up provincial centres and to promote corporate life in these 
matters in every town and county. It is not our intention to act 
on our own where we can avoid it. We want to collaborate with 
local authorities and to encourage local institutions and societies 
and local enterprise to take the lead. Wc already have regional 
offices in Birmingham, Cambridge, Manchester, Nottingham, Bristol, 
Leeds, Newcastle-on-Tyne, Cardiff and Edinburgh. For Scotland 
and for Wales special committees have been established. . . . 
Certainly in every blitzed town in this country one hopes that the 
local authority will make provision for a central group of buildings 
for drama and music and art. There could be no better memorial 
of a war to save the freedom of the spiiit of the individual. We look 
forward to the time when the theatre and the concert-hall and the 
gallery will be a living element in everyone’s upbringing, and regular 
attendance at the thcatic and at concerts a part of organised 
education. 

But it is also our business to make London a great artistic 
metropolis, a place to visit and to wonder at. For this purpose 
London today is half a ruin. With the loss of the Qiieen's Hall 
there is 110 proper place for concerts. The Royal Opera House at 
Ck)vent Garden has been diverted for other purposes throughout 
the war. The Crystal Palace has been burnt to the ground. We 
hope that Covent Gaiden will be re-opened eaily next ycai as the 
home of opeia and ballet. The London County Council has 
already allotted a site for a National Theatre. The Arts Council 
has joined with the Trustees of the Crystal Palace in the preparation 
of plans to make that once again a great People’s Palace. 

No one can yet say where the tides of the times will carry our 
new-found ship. The purpose of the Arts Council of Great Britain 
is to create an environment, to breed a spirit, to cultivate an opinion, 
to offer a stimulus to such purpose that the artist and the public 
can each sustain and live on the other in that union which has 
occasionally existed in the past at the great ages of a communal 
civilised life. 

This broadcast gained widespread attention. Keynes was 
acquiring a new place in the popular imagination. The great 
mass of people, who are not economists, had had to take his 
economic excellence on trust. Now he was speaking to them 
about things which they understood. His personality began to 
be seen more clearly. From his mouth came words of wisdom 
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and of inspiration. Who else was there in Britain now who could 
speak to the people with winged words of things of beauty, who 
could point the way in these dreadful times to more hopeful 
prospects ? It seemed indeed that he might yet become a prophet 
in his generation, a leader, a friend to the millions who listened 
from afar. He had not yet achieved the full span of life; he had 
not yet given expression to that fund of thought and feeling, 
which underlay his economic specialism. Might there yet be 
time for him to do so in the years that remained ? Mean¬ 
while he had to go back into his tunnel and grapple with the 
appalling problems of Britain’s post-war economy. The end came 
too soon. 



CHAPTER XIII 


BRETTON WOODS 

1 

T he autumn of 1941 was for Keynes a time of deep reflection 
and heart searching. Then, as afterwards, he was acutely con¬ 
scious of how great Britain’s balance of trade difficulties would 
be when the war was over. He never minimised these. He knew 
that we should have a hard battle. Furthermore, he had no 
illusions about our being able to keep afloat by prolonging our 
war-time arrangements for obtaining goods on credit. The 
German submarine, the British convoy system and the absence 
of markets elsewhere were of much assistance m directing supplies 
to our shores in war-time; they would not continue to do so. 
How should wc then pro( eed ? He was advised on every side 
that it would be needful to maintain something like the war-time 
system, suitably modified, of tight controls, of blocked accounts 
and bilateral bargains; the various recipes devised by Dr. 
Schacht for Germany would have to be applied by Britain, it 
was hoped with greater skill. There was no other way of sursival. 

Yet he revolted against all this. He, like the Americans, 
disliked reverting to the law of the jungle. His instincts were 
for international co-operation. If these imtincts had been dor¬ 
mant in the years before the war, that was because such co-opera¬ 
tion seemed impracticable; the internationalists tended to be 
those who had not accepted Keynesian economics, and to hand 
international arrangements over to them would, in his judgment, 
be fatal. Until the world should be converted to his views, one 
must aim at trying them out in Britain, even if this meant some 
insulation. But was the world changing now? He certainly 
had supporters for his views in the United States. Indeed he is 
remembered to have chaffed a group of experts assembled to 
meet him on his first war visit for being more Keynesian than 
he was himself. Perhaps the time was almost ripe to attempt to 
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apply Keynesian thought on a worid scale; that would be much 
better than doing so on a national scale only. 

Meanwhile the nationalistic alternative was being withdrawn 
from us. This ‘‘ consideration ”, about which argument was 
proceeding, must be taken seriously. He remembered Mr. 
Harry Hawkins’ warning. Mr. Opie was over on a visit, empha¬ 
sising that we must accept the State Department doctrine, if 
we wanted favourable treatment by America — and we should 
sorely need it — when the war was over. If we engaged in Schach- 
tian tactics, the Americans would follow suit and beat us at the 
game. 

1 ran into him about this time in a Treasury corridor; he 
was leaning against a door-post. ‘‘You must give up the bi- 
lateralist approach,” I said, “and come down on the American 
side.” “ No,” he said, “ I must pursue both lines of thought 
. . . both.''' His expression was enigmatic. He seemed to be 
transfixed with a curious immobility that was unlike him. Some 
deep inscrutable thoughts were proceeding. Even his great 
brain was baffled by this problem. 

He was soon busy on his first draft of an international “ Clear¬ 
ing Union This may be regarded as the introduction to an 
attempt to meet the views of the State Department, The Clearing 
Union embodied the minimum terms on which wc should find it 
possible to put our authority behind, and participate in, a move¬ 
ment for greater freedom of international trade. If international¬ 
ism was to be reborn, we must think of world reconstruction on a 
big scale. 

Tt is not necessary to recapitulate the contents of this project, 
which was later published.^ The purpose of the plan was set 
out as follow^s: 

We need an instrument of international currency having general 
acceptability between nations, so that blocked balances and bilateral 
clearings are unnecessary. . . , 

We need an orderly and agreed method of determining the 
relative exchange values of national currency units, so that uni¬ 
lateral action and competitive exchange depreciations are prevented. 

We need a quantum of international currency, which is neither 
detei mined in an unpredictable and irrelevant manner as, for 
example, by the technical progress of the gold industry, nor subject 
to large variations depending on the gold reserve policies of individual 

» April 1943. 
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couatrics; but is governed by the actual current requirements of 
world commerce, and is also capable of deliberate expansion and 
contraction to offset deflationary and inflationary tendencies in 
effective world demand. 

We need a system possessed of an internal stabilising mechanism, 
by which pressure is exercised on any country whose balance of 
payments with the rest of the world is departing from equilibrium 
in either direction, so as to prevent movements which must create 
for its neighbours an equal but opposite want of balance. 

We need an agreed plan for starting off every country after the 
war with a stork of reserves appropriate to its importance in world 
commerce, so that without undue anxiety it can set its house in order 
during the transitional period to full peace-time conditions. 

We need a central institution, of a purely technical and non¬ 
political character, to aid and support other international institutions 
concerned with the planning and regulation of the world’s economic 
life. 

Moie generally, we need a means of reassurance to a troubled 
woild, by which any country whose own affaiis are conducted with 
due prudence is relieved of anxiety for causes which are not of its 
own making, concerning its ability to meet its international liabili¬ 
ties ; and which will, therefore, make unnecessary those methods of 
1 estric tion and discrimination which countries have adopted hitherto, 
not on their merits, but as measures of self-protection from disruptive 
outside forces. 

The document was at once subjected to close scrutiny in the 
Treasui^, and it w^eiit through many drafts. The obvious 
criticism was that it was too grandiose ; it was thought to be 
almost Utopian. Keynes bided his time in regard to this view. 
He must first get the scheme into good order. 

At this period there occurred a useful visit by Professor Alvin 
Hansen, the w^ell-known economist, and Mr. Gulick, a consultant of 
the National Planning Board and expert on the T.V.A Although 
sponsored by the State Department, the nature of their mandate 
was obscure. They advocated Anglo-American co-operation to 
prevent world depression, and proposed the establishment of an 
International Economic Board to advise collaborating govern¬ 
ments with respect to internal policy designed to promote full 
employment, economic stability and world trade. This Board 
should have research staffs in Washington, in London and 
in Ottawa, and ultimately in other centres, with provision for 
interchange of personnel. They also advocated an International 
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Resources Survey and an International Development Corporation^ 
with a view to promoting wise development overseas. These pro¬ 
posals were cordially welcomed; the doctrine seemed to belong to 
a different world of thought from that which took the elimination 
of discrimination in foreign trade to be a panacea for the world's 
ills. The idea that Americans would welcome advice by an Inter¬ 
national Board in respect to internal policy seemed surprising. 
But the emissaries argued stoutly for their proposals. Even Sir 
Hubert Henderson, who tended to be cautious in regard to post¬ 
war plans, was impressed. 

Somewhat later a stimulus of a different kind came across 
the waters, in the form of a very able memorandum by Mr. 
Pasvolsky, which pointed out how fatal it would be for Britain 
to abandon her iraditionai policy of open trade. Keynes was 
critical of it; he deemed Mr. Pasvolsky a Rip van Winkle, who 
knew nought of the stresses and strains to which trade had been 
subjected in the ’thirties or of modern diagnoses of those maladies; 
none the less, he admitted that the document was convincing 
within the limits of its own thinking and should be taken seriously 
as evidence of the American point of view. Another reason for 
pushing on with the Clearing Union ! 

Meanwhile Keynes’ mind was not the only one in the Treasury 
to devote itself to these problems. The experts plied their pens, 
and a thick volume of memoranda and proposals regarding the 
post-war situation was produced. Most of this material elaborated 
the alternative to the Clearing Union approach. The latter, 
having achieved the status of a Cabinet paper, was printed on 
green and appeared in the middle of a large wad which was 
commonly known as the Treasury sandwich. In committee, 
discussion was apt to revert to the excellent caviare in this sand¬ 
wich, to the neglect of the outer layers; the coherence and lucidity 
of this section drew attention to it; the excitement of something 
really great and novel began to filter through into the minds of 
the various officials, however staid ; there was something irresist¬ 
ible about it. At first the Green Paper was indeed regarded as 
impractical, a sketch of something one might achieve in a world 
not realised, while a practical agenda should be sought in the 
other sections. But in the course of discussion, comment and 
re-drafting, gradually, over a period of many months, by an 
imperceptible process, it came to be recognised as the main 
Treasury plan. 
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The most potent influence in the Treasury at this time was 
Sir Richard Hopkins Hoppy Second Secretary, in charge of 
all external finance.* Short and slight of build, he had a bloodless, 
wrinkled face and a kindly expression. He weighed his words, 
speaking slowly, briefly and to the point, in Anglo-Saxon English. 
He had a great sense of humour and often ended his remarks 
by an amusing twist which showed how thoroughly sceptical he 
was about the subject under discussion. He was indeed deeply 
cynical about the ways of men, having little faith in international 
committees, pious resolutions or grandiose projects; he had too 
much experience of how things worked out in practice. Not that 
he was in the faintest degree cynical about his own duties. It 
went without saying that he would labour unremittingly for 
the general good, advancing cautiously step by step, making sure 
of each foothold. One might take him for an ancient sage of 
China, who had somehow been wafted through the centuries to 
give wise counsel to a half-baked generation. His integrity was 
absolute. Lobbyists and pressure groups would spend their 
fury upon him in vain. 

In the following years he did not go to the United States. 
“ He had always been lucky enough to find someone else to do 
his commercial travelling for him.” That may have been a pity. 
Britain had good representatives. It would have added some¬ 
thing if the Americans could have met in the daily intimacy of 
a conference this embodiment of all that is best in the great 
traditions of the British Civil Service; typically British, too, in 
being a unique character. Those Americans, and there were 
many, who thought that the British were over-clever and ever 
ready to put across a quick one, would have had to think again 
when confronted with Sir Richard Hopkins. 

He had, however, (»ne chink in his armour, and that was a 
fervent and unqualified admiration for Keynes. He had provided 
him with a room in the Treasury. He had pressed the White 
Paper on National Income upon the Chancellor of the Exchequer. 
And now, marvellous to relate, this hardened empiricist was in the 
end prepared to give his weighty support — with all due qualifi¬ 
cations and reservations — to the ambitious and far-reaching 
scheme of international co-operation represented by the Clearing 
Union. This was quite crucial. Despite his influence with 
Ministers, Keynes would have found it difficult, in those hectic 

* Cf pp 4 .jo-J! 2 and p 49B above 


2 M 



530 JOHN MAYNARD KEYNES [iW 

days of belligerency, to get his scheme adopted against the opposi¬ 
tion of the Treasury. If Hopkins thought it was all right, the 
official world would accept it. 

The Bank of England was never sympathetic. It was natural 
for it to be more concerned with immediate post-war problems 
than with far-reaching schemes. It may have fallen a little too 
much in love with the system of controls which it was so efficiently 
working during war-time. And it would not be human if its 
approach was not influenced, even if unconsciously, by some 
degree of jealousy of a rival central banking institution, which 
might, in certain circumstances, poach upon its domain. But 
the Bank of England was not yet nationalised, and, while its 
criticisms were always heard with great respect, in the last resort 
its influence on policy was not decisive. 

There were other advisers in the Treasury. Sir Hubert 
Henderson had been installed before Keynes and had influence. 
He had become with the years ever more cautious and pragmatic 
in his approach and distrusted large schemes. He w^as absolutely 
convinced that, as a matter of hard fact, we should have to resort 
to ev^ery conceivable device after the war to protect our balance 
of trade. We must not deceive ourselves. He advocated this 
view with tireless fluency. Indeed, he imported into his opposition 
to any nostrums the kind of dialectical ardour which is more often 
associated with the academic advocacy of a nostrum. Since the 
appearance of the General Theory, Henderson had aligned himself 
with the opponents of Keynesian doctrine, and any hint that this 
had now received official approbation goaded him to violent pro¬ 
test. Although the Clearing Union was not altogether to his taste, 
he did not regard it as a great evil and made certain constructive 
suggestions; his special fury was reserved for his opposition to a 
more liberal commercial policy. Henderson was a man of great 
ability and shrew^dness, and Keynes, while somewhat rueful at the 
lapse of an old disciple, knew that his criticisms deserved attention. 

Then there was Professor Dennis Robertson. Keenly sensitive 
to all the horrors that were unfolding, he threw himself into the 
routine of his daily duties, and overtaxed himself — in expiation, 
as it were. He was assigned the task of keeping track of the 
British balance of payments, and this he did without staff, in his 
own fair hand. It was only later in the war that he had the 
opportunity to apply his mind fully to the major problems of 
policy. His first-rate intellect and his proficiency and subtlety 
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as an economist were to be of much value. Although, like 
Henderson, he had fallen away from the Keynesian fold, he was 
by no means out of sympathy with this new approach. Indeed, 
he welcomed it as a reversion from the nationalistic tendencies 
in the pre-war Keynes. 


jD. H* Robertson to J. M. Keynes^ 2yth November ig 4 i 

I sat up late last night reading your revised “ proposals with 
great excitement,— and a growing hope that the spirit of Burke 
and Adam Smith is on earth again. . . , 

And then also a growing hope that we shall choose the right 
things and not the wrong ones to have such rows with the Americans 
about as we must have. 

Support was also available on the flank from Professor Lionel 
Robbins and his team of economists in the Economic Section. 

Now that Keynes' enthusiasm was harnessed to his own 
scheme, his ambivalence on the main issue of an internationalist 
as against a Schachtian policy in the field of money and foreign 
exchange faded out. His own natural internationalism came to 
the surface. There had been a consistent thread running through 
all his work on public policy from the Tract to the Means to Pro¬ 
sperity, advocating an international handling of the monetary 
problem as the correct solution for our troubles.^ It must be 
recorded, however, that he continued to have grave doubts until 
a very late stage of the feasibility of a return to an open non- 
discriminatory system in commercial policy. 

In the autumn of 1941 1 subjected him to a bombardment 
of memoranda in favour of co-operation with the Americans, of a 
world bank, etc. In one of these I ventured to draw his attention 
to the paper which he had presented to the Economic Section 
of the British Association at Cambridge in 1938 advocating 
buffer stocks of commodities. The Clearing Union would be 
part of an apparatus for international co-operation, not the whole 
of it. Keynes took up the idea with zest and produced a full 
Memorandum on Buffer Stocks. He had not cared for the Wheat 
Agreement, which had just been negotiated — a shameless example 
of ‘‘ discrimination ” against countries which were not parlies to 
it, as he pointed out in his comment on a State Department 
document; there was danger that producers of other primary 

* CX p. 445 abovr. 
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products would successively get together and drive a hard bargain 
with us to the further detriment of our post-war balance of trade. 
It had to be recognised, however, that the producers of primary 
products had a grievance, as he had shown in his Cambridge 
paper; price oscillations had been excessive in relation to the 
proper economic functions of price movements. The idea of the 
Buffer Stock plan was to meet the legitimate requirements of 
primary producers for greater stability, while ensuring that, in the 
long run, prices should move downwards, in accordance with the 
economic forces. Thus, if Britain had to suffer somewBat by 
higher prices during depressions, she would be sure of getting the 
benefits of the long-run trend. Restriction, to which, failing a 
Buffer Stock scheme, producers would inevitably resort, should be 
outlawed. If long-run demand was falling, this should be met, 
not by organised restriction, but by eliminating high-cost producers 
with due notice and in an orderly manner. Furthermore the 
Buffer Stock plan had a cardinal merit, not present in restriction 
schemes or plans of the Wheat Agreement type, that it would tend 
to iron out the cycle in general business. Stock-piling would have 
an expansive effect in slumps, and releases a damping effect in 
booms. 

Like the Clearing Union, the Buffer Stock scheme had to run 
the gauntlet of interdepartmental discussions. It was not popular 
with the Ministry of Agriculture, which claimed that all other 
Ministries of Agriculture desired planned output (a euphemism 
for organised restriction), quotas and fixed prices. ‘‘ All Depart¬ 
ments of Agriculture are rackets ”, Keynes threw out at one of the 
Committees. It was claimed by the agricultural experts that, 
if the Stock was open to buy unlimited quantities of a commodity 
at a price which only moved downwards slowly, supplies of 
products of all kinds would be tendered in such vast quantities 
as to overwhelm the Authorities. The scheme was, in fact, quite 
impracticable on this account. There was something a trifle 
absurd in the agriculturists’ arguments — if the world’s powers 
of production were really so great, we ought to be very happy — 
but concessions had to be made to it. It was agreed that in the 
case of particular commodities, of which large surpluses were 
mounting up, restriction might have to be allowed for a limited 
period; but it should only be permitted on condition that the 
nations resorting to it produced a plan which would soon render 
it unnecessary, and reported to the Buffer Stock on the progress of 
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t&c plan. In all the discussions on his various schemes Keynes 
showed himself extraordinarily open-mipded and ready to receive 
suggestions, however tentative. He drafted and re-drafted in an 
attempt to satisfy every point of view. He was entirely lacking 
in the kind of obstinacy which so often results from pride of 
authorship. 

At the same time there were more general discussions con¬ 
cerning what the British should put forward at the conversations 
due to take place under Article VII, concerning modes of inter¬ 
national co-operation. It was agreed that there were four main 
heads. One was currency and foreign exchanges; this was under 
active discussion in tlie Treasury. A second was commodity 
policy; on this there was the Kc>nes draft. A third was the 
question of international investment, and the fourth commercial 
policy. 

In regard to international investment, it was agreed that the 
British ought not to take an initiative, on the giound that they 
would not be in a position in the period immediately following 
the war to contribute substantial sums towards it. It was for the 
Americans to take the initiative in this part of the field. 

On the subject of commercial policy Mr. James Meade took 
the initiative in the Economic Section of the War Cabinet office. 
He produced a memorandum, won the interest of the Board of 
Trade, met objections with characteristic courtesy, but pursued 
his idea with relentless persistence. His drafts gave the British 
good standing in thdr subsequent meetings with the Americans 
and contributed notably to the Charter of the International 
Trade Organisation. 

Keynes was by no means wholly absorbed in these schemes. 
He followed the daily twists and turns in the development of 
Lend-Lease, and was ready with his advice. Then, there were 
the early plans for relief, which in due course crystallised in 
U.N.R.R.A. In September 1941 he wrote a long draft on this 
topic, which was circulated as an official Treasury document. 
Relief became the special province of Sir Frederick Leith-Ross, 
whose generous impulses made it congenial to him. Keynes did 
not lack a sense of the urgent importance of assisting a stricken 
world to recover, but he had his weather eye on Britain’s post-war 
balance of payments, and had to give repeated and scathing 
warnings that we must not plan to behave like a “ rich uncle 
In the eaily days thought was governed by the existence of large 
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surpluses^ which woiild be very handy for this problem. But in 
due course the surpluses evaporated. On the whole, Keynes leant 
towards giving relief in money rather than in kind, so that nations 
could use it in the most economical way. The problem was 
constantly assuming new aspects, as the world situation changed, 
and gave Keynes much trouble for several years. 

There were problems on the home front too. In the spring 
of 1942, his old friend, Sir William Beveridge, was requested by 
the Government to examine the fuel situation, and he put forward 
a scheme for rationing. This gave Keynes an opportunity to 
show that he had lost nothing in the art of rudeness. Beveridge 
no doubt took it in the spirit in which it was intended. The 
rationing scheme was dropped. 

Meanwhile, Beveridge had also been engaged on a greater 
enterprise. He had been asked by Mr. Greenwood to preside 
over a committee for reviewing the various forms of social insur¬ 
ance. It was intended that the committee should consider 
how the existing arrangements were working, what gaps ought 
to be filled and what reforms were needed. Beveridge interpreted 
his mandate in a broad spirit. He felt that the time was ripe 
for a big advance, and that it was due to the people that they 
should ha\'e something to look forward to after their gruelling 
ordeal. He had been associated with social insurance from its 
first beginnings, and it was appropriate that he should sponsor 
a large new development. He was a man of humane feeling, 
and the spirit moved him to take this opportunity to give a lead. 
When it appeared that he was determined to make rather far- 
rcaching proposals, the Civil Service became somewhat vexed. 
Whether his proposals themselves were right or wrong, the fact 
remained that the Cabinet had had no opportunity to consider 
the matter, although a large advance of this kind was a political 
measure upon which, by our constitution, only the Cabinet could 
decide. Accordingly, it seemed necessary to alter the nature of 
the committee, to ensure that its report should not have ministerial 
authority. The departmental representatives on it were all told 
that they could no longer regard themselves as members of the 
committee, but merely as assessors to Sir William Beveridge, and 
that the report would appear, not as a document sponsored by 
the departments, but as the recommendations of a particular 
individual. 

Even so, there was anxiety about it. Some took the view 
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thd^t it was the wrong kind of approach to post-war reconstruction 
to hand out a large part of the national cake before we knew how 
big that cake would be. It would be better to face our post¬ 
war troubles with grim determination, and provide better social 
services as and when recovery proceeded. 

Keynes was brought into the discussion. He was indeed 
uneasy about the post-war situation and would have preferred a 
position in which commitments were not so definite, but the 
general philosophy of the Beveridge Report accorded with his 
views. He was not prepared to join with those who were filled 
with alarm. On the contrary, he pointed out that, if the Report 
won general favour, its implementation would be extraordinarily 
economical from the taxpayers’ point of view. Family allowances 
and other expansions of social benefit would be called for, in any 
case, by the social conscience, and would be supported by all 
parties, but it would be not so easy to impose upon employees 
the large contributions which the Beveridge Report recommended. 

Expert discussion turned on how large the national cake would 
in fact be, and Keynes had resort to Mr. Stone to throw light 
upon this matter. An attempt was made to extrapolate the 
National Income figures. Sir Hubert Henderson intervened with 
his pessimistic prognostications and produced much lower figures.* 
Keynes gave warm general support to the Beveridge proposals, 
but he consented at a late stage to act as a spokesman in persuading 
Sir William to scale down the commitments. He, Keynes, was 
quite confident that the nation would he able to aflbrd the scheme 
in the long run ; but he asked Sir William to reduce the additional 
burden on the taxpayer to ;i(^ioo million a year in the first five 
years.^ It was this inteiwention that caused Beveridge to postpone 
the right to higher old-age pension scales until such time as a 
certain number of contributions liad accumulated. 

Before this controversy arose in the summer of 1942, the 
Economic Section, under the inspiration of Mr. Janies Meade, 
had produced a scheme for reducing future slumps by varying 
employers' and employees’ contributions to social insurance. As 
unemployment grew, the size of the contributions would be 


* Mr. Richard Stone has given me his opinion that, in the event, the post-war 
national income (1949) has had a sue about midway between that predicted by the 
optimists and that predicted by Sir Hubert Henderson. 

2 In assessing this the cost of the National Health Service was to be reckoned a.s 
the excess of public and private expenditure on health after the inauguration of the 
scheme over public and private expenditure on hcaltli before the inauguration. 
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reduced automatically and purchasing power increased. At first 
blush it might be thought that such a variation would have but 
a small effect in the event of a large industrial depression; but 
Mr. Meade was able to show that, even if one supposed that 
the reduction of employers’ contributions caused no substantial 
increase of purchasing power, the increased spending by workers 
would be quite large in quantity relatively to tlie forces operating 
in a depression. In fact, it should have a strongly curative effect. 
Keynes was quite convinced and took up the scheme with enthusi¬ 
asm. It was eventually given a prominent place in the White 
Paper on Employment Policy/ which appeared two years later. 

The narrative of these pages will be mainly concerned with 
Britain’s external finances and international reconstruction pro¬ 
jects. Keynes’ work was by no means confined to such matters. 
Most of the important Treasury papers came to him for comment, 
and he felt it his duty to enquire into any matter where he sus¬ 
pected that action had been lacking or inadequate. He had some 
notions about most important things that were going on, and his 
advice was always welcome. At times his passion for detail 
seized him, he became determined to know the ins and outs of a 
particular problem, and he went off burrowing into ‘‘ low level ” 
committees to find out how the matter was really being handled. 
Perhaps the Chancellor of the Exchequer wanted a word with him. 
Where was he ? It was discovered that he was in the Board of 
Trade, attending a committee which no one had ever heard of, 
chasing up some detailed question. Keynes had more contacts 
than the high ranking officials, both with those above and those 
below him. It was natural that he should be able to talk to 
Ministers as an equal; and he knew that the real truth could 
often only be discovered from backroom boys, with whom he was 
on easy terms, ever ready to learn from them.^ 

In May 1942 Keynes was made an Honorary Doctor of Laws 
by Manchester University. In the following month his name 
appealed in the Birthday Honours list with the award of a peerage. 

’ Cmd 6527. 

For a brilliant account of Keynes’ position in the Ireasury see Mr D. Proctor’s 
contribution to the King’s College brochure. This treats its subject witli sympathy 
and afifection; but it would be possible for a reader to get a wrong impression of 
Keynes’ stature. Some of his shortcomings therein set out may have been the 
result of placing a man of great critical faculty and omnivorous interests in a purely 
advisory position without authority. One who read only this account would not 
readily guess that the same man had himself been responsible for conducting the whole 
of Britain’s external finances in the first war with supretne edSEiciexiCy. 
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The old rebel, who had been the victim of so many aspersions 
by pompons, self-important people in 1919, was now being re¬ 
admitted into high official places. He valued the links. His historic 
seme and his love of England and her traditions came into play. 
He had some pride of ancestry. That old William de Keynes 
of 1066 might have been pleased to think that his descendant 
would enter the ancient Council Chamber in a time of deepest 
national peril. He was to be Baron Keynes of Tilton, the property 
of his forebears. 

The view commonly expressed was that the feather in the 
cap of the House of Lords was larger than that in his. All welcomed 
the opportunity that it would give him to contribute his wise 
counsel. The opportunity was to prove fruitful. There were those 
among his old Radical friends who were still disposed to look 
down their noses. With them he sometimes used the formula — 
“ I had to do it in order to get servants This defence was 
soon to become anachronistic, as the households of peers as well 
as commoners were stripped of domestic staff. 

J. M, Keynes to Laid Samuel^ 24th June ig42 

Suit ere thanks for youi letter, whkh is much appreciated. I am 
rather hoping to take my seat on July 8th. But it may be that the 
Letters Patent will not be through in time, in ^^hith case J shall 
have to put ofi'foi another fortnight. I have been gi\ing a little 
thought as to where I should sit. I do not think mv position at the 
Treasury need necessarily require me to sit on the cross benches, 
I must be regarded, I suppose — and indeed I should like to be — 
as an Independent But, in truth, I am still a Liberal, and, if you 
will agree, I should like to indicate that by sitting on your benches. 

2 

On the other side of the water consideration of post-war 
problems was not confined to the disciples of Mr. Cordell Hull. 
There was active discussion in many quarters, indeed quite an 
intellectual ferment. In this the central figure was undoubtedly 
Harry White, In Britain he is too often thought of as some dim 
scribe, some kind of robot, who wrote at the behest of that vaguely 
conceived entity, the American Treasury, an inferior version of 
the Keynes plan — mainly to vex the British ! Far different was 
the real man. He was a very remarkable figure, who should be 
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accorded an honourable place in British annals. Having been 
educated at Harvard, where he was somewhat above the average 
age of undergraduates and the father of children, he taught eco» 
nomics there for some years, and then obtained a chair at Lawrence 
College, Appleton, Wisconsin.* When Mr. Morgcnthau became 
Secretary of the Treasury in 1934 he asked Professor Viner to 
undertake a survey of Treasury problems. Among the economists 
whom Viner brought in was Harry White. During the years that 
followed White showed a marked capacity for applying economic 
doctrine to practical problems. He won the confidence of Mr. 
Morgen than. His influence in the Treasury was always more 
important than the post which he held. He did valuable work 
on the Tripartite Agreement, and was concerned with the opera¬ 
tions of the U.S. Stabilisation Fund in support of the Brazilian 
and Chinese currencies. Thus he had practical experience of 
foreign-exchange problems. During the second war he became 
the leading figure in the Treasury. 

He had very solid intellectual quality and was an ardent 
admirer of Keynes’ economic work; he also had great practical 
energy and a forceful personality, which could readily dominate 
a committee. He was blunt and downright in speech, and also 
fervent. As his argument gathered momentum, he clutched his 
chair, his excitement mounted and his whole frame seemed to 
reinforce the thoughts of his mind. He had no particular felicity 
of prose style, but he had considerable fluency, and his earnestness 
and passion, supporting sound reason, made a strong impression 
on his auditors. His influence came to extend beyond the Trea¬ 
sury. He made enemies. In his determination to get his way, 
he adopted methods which might be labelled those of an intriguer. 
He was distrusted in the banking world, and also by some seasoned 
public servants. He gained the reputation of being a difficult 
person to deal with. But he was single-minded in the pursuit 
of his aims. He was a reformer of genuine conviction. It is to 
his credit that he won the devoted loyalty of such subordinates as 
Messrs. E. M. Bernstein, F. Coe and A. F. Luxford. He was also 
able to count on support from higher officials of the Treasury, such 
as Mr. Edward Foley and Mr. Herbert Gaston, and he was in 
good liaison during the war with Mr. Oscar Cox and Mr. Lauchlin 

^ Professor Taussig expiesses gratitude to him in the preface to his book on 
Intematwnal Trade (1927). He published a work on Fiench International Accounts^ 
i88o~igi3 (Harvard University Press). 



} ' 

’ BRITTON WOODS 53$ 

Currie. It is probably true to say that but for White’s assiduity 
and galvanic personality a large scheme of the kind for which 
Keynes was working in Britain would never have come to birth 
at Bretton Woods. 

White also worked strenuously to promote Lend-Lease and 
give strength to Hitler’s enemy. He may, however, have been 
to some extent the victim of current American mythology about 
British Imperialism, Who shall describe the British? In this 
connection it may suffice to point out that they are a tough and 
obstinate people, with a love of travel and a spice of adventure, 
who have picked up an Empire more or less by accident. They 
have an easy knack of administration and ax'e not corrupt, with 
the result that they have had marked success in introducing 
order and justice into this planless agglomeration. They are 
humane and tolerant. They are also law-abiding and have a 
definite tendency to conscientiousness. Thus, if anyone persuades 
them that it is really their duty to part with all or sections of this 
empire, they show a readiness to do so. But is it really their 
duty? How different is the American myth, based, we must 
suppose, on an ill-timed, but transitory, fit of British obstinacy, 
which was based on muddled thought. Americans seem to 
forget that it is not only in American text-books that George III 
and Lord North appear as the villains in that particular drama; 
they do so in most British text-books also. According to this 
myth, the British are a wily and cunning people, diabolically 
astute in international finance, the British Empire always occupy¬ 
ing the first place in their thoughts and plans, determined at all 
costs to advance its interests, and easily able to make rings round 
anyone who would oppose their Machiavellian projects. This 
mythology exerted some influence during the Second World War, 
and continues to do so. 

In 1938-39 White was concerned with the Project for an 
All-American Bank, which was, however, killed by Congress. 
During the later part of 1941 there were discussions, in which 
Professor Alvin Hansen and Mr. Adolf Berle took part, for extend¬ 
ing these ideas. In January 1942 the third Pan-American meeting 
of Secretaries for Foreign Affairs took place in Rio. White was 
there with a project for an International Stabilisation Fund, and 
a resolution was adopted in favour of a conference to deal with it. 
In the early part of 1942 White devoted himself to working out 
more thoroughgoing international schemes. Thus he was some 
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motitiis behind Keynes! There was no communication between 
them at this stage. Mr. Bernstein gave White invaluable tech¬ 
nical assistance. This American group also produced a bulky 
volume, which, however, was not a sandwich with a thin layer of 
internationalism in the midst of it, but all solid internationalism. 
It contained projects for a Stabilisation Fund and an International 
Bank. The International Bank was ambitious; it was to be a 
genuine international ‘‘ Central Bank ”, with a right to issue notes 
and hold the deposits of other Central Banks. Keynes later said 
that the International Monetary Fund ought to be called a bank 
and the International Bank a fund; the origin of the terminology 
we have is to be found in White’s original plan. The Fund had a 
limited objective of dealing wdth foreign-exchange and balance-of- 
payments problems ; it was a fund in the sense in which the British 
Exchange Equalisation Fund and the American Stabilisation Fund 
had been funds. The Bank, on the other hand, was to have been 
a Central Bank ; its objectives were described on bolder lines than 
anything achieved at Bretton Woods. It was to eliminate the 
danger of world-wide crises that are financial in origin, and reduce 
the likelihood, intensity and duration of w^orld-wide economic 
depressions. It already had in it the clause, which was deemed so 
valuable in subsequent discussions, that the Bank should impose 
no condition, upon an extension of credit or loan, as to the par¬ 
ticular country in which the proceeds of the loan must be spent. 
It should organise and finance an International Commodity 
Stabilisation Corporation for the purpose of stabilising the prices 
of important commodities. It should buy and sell and hold gold 
and the obligations and securities of participating governments, 
act as a clearing-house of funds, balances, cheques, drafts and 
acceptances on account of participating governments or their 
fiscal agencies, and accept demand, time and custody deposits and 
accounts from participating governments and their fiscal agencies 
and Central Banks; it should discount and rediscount bills and 
acceptances, and issue debentures. It should make loans for the 
purpose of providing nations with metallic reserves with longer 
terms of repayment than loans for other purposes. It should have 
the power to issue notes and do its business in a new gold unit. 
Alas, all these splendid features were in due course to be removed. 

Mr. Adolf Berle, Undcr-Secretary of State in the State Depart¬ 
ment, was associated with Harry White in these early drafts. 
He had come into the State Department two years before the 
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war and played some part in advising the President on means to 
combat the depression of i937-38» He had some reputation in 
London for being a believer in the American myth about the 
British. He did not work in completely harmonious co-operation 
with Mr. Dean Acheson, the other Under-Secretary of State. 
But, at this juncture, he played a key part of some moment. 
He used his influence with Mr. Cordell Hull to persuade him 
that, if he was to achieve his ideal of non-discriminatory foreign 
trade, it was necessary that the United States should interest 
herself in financial props for the international economy. Go-opera¬ 
tion must be extended to foreign exchange questions, international 
credits and international investment. Mr. Cordell Hull assented. 
Without this assent it would have been impossible to proceed 
with the Article VII discussions along the lines that led to Bretton 
Woods. 

Sir Frederick Phillips and Mr, Opie attended some of the 
meetings which discussed the While draft. On 8th July 1942 Sir 
Frederick Phillips was authorised by White to let London see it, 
and he sent a copy to Sir Richard Hopkins with an instruction 
that he should show it to Keynes only. Meanwhile, the Clearing 
Union had been got ready for dispatch. It was sent across late 
in August for the information of the U.S. Treasury, and on loth 
September there was a meeting there with White, Berle, Pasvolsky, 
Phillips and Opie present. When White saw a copy of the 
Clearing Uni(jn — Is it not a lucky thing he remarked, 
“ that we have been working on a Stabilisation Fund ? ” Phillips 
asked White if they could not proceed to detailed discussions on 
the American proposal for an International Bank. White was 
unwilling, his fear being that, if this discussion was general, the 
British might offer to accept his bank scheme if he accepted the 
Clearing Union, and he saw grave difficulties in the Clearing 
Union. 

Meanwhile in London, in October, a meeting of Dominions 
representatives was taking place, at which Keynes’ ideas were 
expounded. It was judged to be a useful meeting. The Canadians 
were keen that the British and Americans should think alike on 
post-war topics; in these talks and throughout the subsequent 
negotiations the Canadians continued to make valuable contri¬ 
butions. They were represented on successive occasions by able 
men, including Messrs. Rasminsky, Towers, Macintosh and 
Pearson. Almost alone, outside the ranks of British and Americans, 
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the Canadians seemed capable of understanding the international 
monetary problem as a whole. Their suggestions were intelligent 
and constructive, and the British and Americans were always 
anxious to have them. At this meeting the Australians began 
to take up what was their characteristic attitude. They were 
anxious not to commit themselves to multilateral arrangements 
on the side of money or commerce, unless there was some inter¬ 
national guarantee that world-wide effective demand and full 
employment would be sustained. 

When the Americans studied the Clearing Union, what struck 
them most forcibly was that Congress would never agree to the 
‘‘ unlimited liability ’’ implied in it. This expression, although 
commonly used, was not strictly correct. There was a limit to 
the liability, namely, the sum total of all the rights of all nations 
to draw upon the Fund; when they had all exhausted their 
quotas, the Americans — assuming these to be in a creditor posi¬ 
tion vis-d-vis the rest of the world — would have no obligation to 
provide anything more. But this total was a very large one, and 
it was not altogether misleading to call the liability unlimited 
There w^ere various other points of difficulty to the Ameri¬ 
cans, but this was the central issue. Now, it was evident from 
Keynes’ draft that the British were greatly exercised, and justi¬ 
fiably so, about the undue burden which has always fallen upon 
a debtor country, w^hen disequilibrium in the balance of trade 
arises. If trade w^as unequal, should not creditor countries also 
play a part in curing the maladjustment ? Keynes had introduced 
some devices for this purpose. When credits rose above a certain 
level, interest should be charged. A paradox, to pay interest 
on your deposit as well as on your overdraft! I was never con¬ 
vinced that this provision was practicable. There had been lengthy 
discussion as to whether some sharper form of sanction should not 
be applied to creditor countries. I pointed out to Keynes that, 
in the long run, his Clearing Union did not provide an automatic 
mechanism for redressing the balance ; if all the debtor countries 
exhausted all their quotas, the creditor countries would have run 
up huge balances, and we should then be where we were before. 
He seemed only to have provided a temporary easement — albeit 
a very large one — not a permanent cure. Would it not be possible 
to divide debtor countries into those whose indebtedness was no 
greater than the average, and what might be called excess debtor 
countries? Only the latter should lose their drawing rights, 
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while tlic condition of the former might be regarded merely as a 
reflection of the misdemeanour of the creditor countries in not 
redressing their own position. It seemed impossible to find a 
satisfactory formula, although the matter was much debated. As 
subsequently appeared, any formula of this kind would have been 
totally unacceptable to the Americans, as it would have imposed 
upon them an unlimited liability in the literal sense of the word. 
Keynes recognised that the problem was not completely solved 
in his Clearing Union; he hoped that the Fund was so large that 
within the period of easement provided by it the creditor nation 
or nations, in consultation with the debtor nations on the Board, 
would find means of adjusting their position. 

In the Clearing Union, as presented, apart from the fancy 
proposal about an interest charge, the real sanction against the 
creditor country lay precisely in the large credit that it would 
pile up in due course. The idea was, that when it saw this credit 
grow, it would feel forced to take remedial measures. Conse¬ 
quently, it was plain to the Americans that, if they merely 
removed the unlimited liability and substituted a limited 
liability, they would be removing from the scheme the one genuine, 
albeit somewhat weak, sanction against creditor countries w'hich 
it contained. Something would have to be done about this to 
satisfy the British. 

Something was done. During the autumn of 1942 the Stabili¬ 
sation Fund was got into a shape for formal presentation. Re-draft 
after rc-draft appeared. The draft of nth December still con¬ 
tained no ‘‘scarce currency” clause. In the draft of i6th 
December it was there. This was the American answer to the 
problem. If debtor countries increased indebtedness beyond a 
certain level, they would lose their drawing rights; if creditor 
countries increased their credit beyond a corresponding level, 
their currencies would be declared “ scarce ” and would be 
allotted under a scheme, and thus debtor nations would have a 
fully authorised right to discriminate against the exports of the 
creditor countries. Thus there was to be discrimination, not 
unilaterally at the mere whim of the importing country, but only 
when the condition of the Stabilisation Fund showed that it was 
justified, namely, when a creditor country was allowing an un¬ 
corrected favourable balance to continue indefinitely. This was 
a very remarkable concession. If the United States was really to 
maintain over a term of years the oppressive r6le of creditor, which 
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all predicted for her, it would mean that she was by this clause 
authorising other nations to discriminate against the purchase of 
American goods, to take in each other’s washing and to maintain 
their own full employment in the presence of an American 
depression. 

It was not, of course, expected that matters would be allowed 
to come to such a pass. Rather than have American exporters 
faced with the consequences of the “ scarce currency ” clause in 
operation, the Administration, it was expected, would take pains 
to prevent its ever coming into operation. This could be done by 
encouraging long-term loans abroad, stimulating domestic pur¬ 
chasing power by appropriate means or reducing American tariff's. 
The important point was, however, that the Administration, 
instead of being able to consider such recipes at leisure, and 
perhaps postpone them for “ political ” reasons till Doomsday, 
would be under compulsion to adopt immediate and effective 
measures, in order to prevent the scarce currency clause coming 
into operation. 

The draft of the Fund came over to London in February 1943. 
I did not hear of its arrival for some weeks. I acquired it one day 
when I had to travel to Oxford by the train leaving London at 
midnight. It was a characteristic war-time journey. 1 he light 
was veiy dim; the carriage was crowded with soldiers returning 
from leave. I was tightly wedged into a corner. In my hand I had 
the Fund draft, a vile production of British Treasury economy, 
single spaced, printed on both sides of flimsy sheets, the ink showing 
through. The document was exceedingly difficult to read in the 
dim light, and it was written in that tortuous language, later chris¬ 
tened Cherokee by Keynes, which was quite new to me. The 
thought itself seemed contorted. Having read some paragiaphs, 
I deemed it impossible to proceed, but the fascination was so greail 
that I struggled on, painfully piecing together the sense of it. I 
read on into it, through the scarce currency clause and onwards. 
I could not believe my eyes or my brain. I read it again and again. 
I studied some notes by Keynes which I had with me. They did 
not seem helpful. I was transfixed. This, then, was the big thing. 
For years we had complained of the United States’ attitude as a 
creditor. For months we had struggled in vain to find some 
formula which would pin them down to a share of responsibility. 
Now they had come forward and offered a solution of their own, 
gratuitously. This was certainly a great event. For it was the 
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tim«J that they had said in a document^ unofficial, it was true, 
amd non-committal, but still in a considered Treasury document, 
that they would come in and accept their full share of responsi¬ 
bility when there was a fundamental disequilibrium of trade. 
As I sat huddled in my comer, I felt an exhilaration such as 
only comes once or twice in a lifetime. There were the dishevelled 
soldiers sprawling over one another in sleep; and here was I, 
tightly pressed into my comer, holding these little flimsy sheets. 
One had the urge to wake them all up. Here, boys, is great 
news. Here is an offer, which can make things very different 
for you when the war is over; your lords and masters do not seem 
to have realised it yet; but they soon will; see for yourselves 
this paragraph 7; read what it says. I know that you set great 
store by the Beveridge scheme; but that is only written on a bit 
of paper; it will all fall to pieces, if this country has a bad slump 
and trade difficulties. Here is the real thing, because it will save 
us from a slump and make all those Beveridge plans lastingly 
possible.” Was I too enthusiastic? It does not seem so, because, 
whether the International Monetary Fund proves able to play 
a leading r 51 c in world affairs or not, the Americans were admit¬ 
ting the principle of joint responsibility for disequilibrium, which 
has actuated their policy ever since. Marshall Aid was reaffirma¬ 
tion of the principle in diflerent circumstances. 

When I arrived in Oxford at 2 a.m. there was no question 
of going home to bed. Instead I went to my rooms in College 
and wrote the following letter to Keynes : 

i?, F. Hanod to J, Af. Keynes^ 2nd March 1943 

I have been reading your notes on the S F.* with great interest. 
1 have only just had the opportunity of seeing the two documents 
this evening, I agree with most of what you say save in your comment 
7 (on S F. 7 ) 2 and in your last sentence of 9. 

Here I find myself in disagreement with your tone and nuance. 
You point out that S.F. 7 creates difficulties for the ciedit countries, 
are on the whole disparaging, but suggest we might in certain 
circumstances make concessions to the American point of view. 

I submit on the other hand that S.F. 7 is most highly advan¬ 
tageous for us and gives us what we should never have dared to 
ask for or hoped to get. 


^ Viz, (kc Stabibsattoa Fund 


Viz. the Scarce Currency Clause. 

2 N 
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It embraces two possibilities. One, only lightly touched on, is 
that the credit country would provide extra emergency credit when 
its quota was exhausted. This does not seem to be looked on with 
much favour by them. It might be argued that this is none the less 
how the thing would work out in practice. If that were so, we 
should be in exactly the same position as under the C.U.* 

The other possibility, the main one presented, is a rationing of 
the scarce currency (we need not bother about the proposals seem¬ 
ing “ unworkable ” ; something could no doubt be worked out). 
Under this there are two alternatives. Either free dealing in foreign 
exchange would be allowed and the scarce currency would go to 
a premium in the free market. Or other countries would have to 
ration purchases from the scarce currency country. Either of these 
alternatives gives us a more favourable solution than the proposals 
of the C.U. The wording of the last sentence of 7 indicates that it is 
the latter they have in mind. 

The main objective of an expansionist policy aiming at the 
maximum of trade is to secure that the tendency of certain countries 
to build up large credit positions does not compel other countries to 
deflate or raise trade barriers. Eiliici of the alternatives set out in 
the last paragraph would protect the debtor countries from this more 
adccjuately than the C.U. proposals. Either appreciation of the 
particular credit country’s currency in the free market, if any, or 
the rationing of ]>urchases from it, would deflect pin chasing power 
from the market of that country to the market of other foreign 
countries or the home market. No deflation or general protection 
in the debit countries would be required. There would, if purchases 
were rationed, be discrimination against a particular country, but 
this would be discrimination according to an orderly and agreed 
plan, and confined to the occasions where it was really justified. 

The cardinal point is that the Americans offer us in this what 
we could never have asked of them in the negotiations, especially 
after signing Article VI 1 , namely, that we (and other countries) 
should be allowed to discriminate against American goods if dollars 
are running short. 

It is definitely better than the C.U. proposal. I think we 
agreed that under that proposal there was always the danger ~ in 
my judgment a very threatening one - - that some countries would 
build up such large credit positions that the general run of debit 
countries would in due cemrse exceed their quotas and that thus 
the general system would break down. Under the American 
system the check imposed on the countries tending to excess credit 
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safeguards the debit coimtries. It means that the situation could 
not arise in which the general run of debit countries tended to exceed 
their quotas. Some might of course do so — but to these we want 
in any case to apply special conectives. Indeed the American plan 
provides a mechanism, which we never succeeded in finding, for 
automatically sorting out what in some of my earlier notes I called 
“ excess ’’ debit countries from the general run of debit countries. 
This in itself is an advantage in their scheme. 

It is no discredit, if I may say so, to the author of the C.U. that 
he did not find this satisfactory solution. The Americans have, 
happily, played a card which according to the rules of the game 
we could not play. 

I infer from all this that our main object from now on should be 
to hold the Americans to S.F. 7. How this had better be done, in 
terms of tact and tactics, I will not presume to say. Clearly we must 
not underline the difficulties {e.g. about rationing) but on the con¬ 
trary do our utmost to find a way out of them. We must not raise 
objections to any part of S.F. which is logically linked to S.F. 7. 

It seems to me that if we can hold the Americans to S.F. 7 the 
main battle of long-range economic planning is thereby won. This 
is the crucial point. All the other points are of comparatively 
small importance. 

I should like to suggest that a cable ought to be sent to Phillips 
and anyone else involved in discussions formal or informal on this 
paper, stating explicitly that from now on our main object should 
be to hold the Americans to the principles of S.F. 7. 


J. Af. Keynes to R. F. Hanod, 4th March ig4^ 

Your letter of March 2nd about S.F. and C.U. gives food for 
thought 

I agree that, read literall)^, the interpretation you give to this is 
the only one wluch makes any sense. Perhaps I ought to have 
attached more importance to it. I interpreted it as a half-baked 
suggestion, not fully thought through, which was certain to be 
dropped as soon as its full consequences were appreciated. I cannot 
imagine that the State Department really would put forward as 
their own solution the rationing of purchases from a scarce currency 
country. You must remember that the evidence as to the extent 
to which the State Department have actually accepted this docu¬ 
ment of Harry White’s is somewhat flimsy. 1 should expect that 
the moment emphatic attention was drawn to this alternative, it 
would be withdrawn. 
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Nevertheless, I agree with you that it needs careful consideration 
and good handling. I will sec that this is brought to Phillips’ atten¬ 
tion. But I should hesitate, as at present advised, to make the 
assumption that this alternative is really open to us as the basis of 
our future policy and instruction to Phillips. 

R. F, Harrod to J. M, Keynes^ 6 th March ig 43 

Many thanks for your letter of March 4. I appreciate your 
point about the probability that the Americans may run out if the 
State Department has not yet appreciated the full consequences of 
the proposal. I rather guessed it was what you would say! 

On the other hand the State Department has in public utterances 
shown itself alive to the troubles caused to the re*st of the world by 
the persistent U.S. credit position in the thirties. They must be 
M^ell aware of the internal obstacles to radical tariff reduction. It is 
just possible that they are prepared to make an honest attempt to 
solve this problem on lines that they can get across at home. It 
would probably be easier for them to launch this rather complicated 
currency plan than a very drastic tariff reduction plan. Instead 
of having to present a highbrow ec'onomic argument to Congress 
in favour of free-er trade they could in the last resort use an honest- 
to-God type of argument — Well, they cannot ])uy our goods if 
they have not the money to pay for them, can they ^ . 

The Americans did not run out. The scarce-currency clause 
was incoiporated, in a much stronger form than it had in the 
original draft, in the Bretton Woods Act passed by Congress in 
July 1945. In my recent researches I have asked on separate 
occasions several of those who were close to White about the 
origin of this clause. Witnesses agreed in affirming that it was 
put in quite deliberately, with eyes open, as the American contribu¬ 
tion towards solving the problem of trade disequilibrium. 

Neither Keynes nor the other British experts were at once 
convinced of the value of the clause. It only came to acquire 
cardinal importance when it became clear that the main structure 
of the White plan would have to be accepted by the British; it 
then became a sort of consolation prize. Meanwhile attention 
was focused upon the drawbacks of the White scheme, which 
were indeed great. 

In the first place, it was conceived on a niggardly scale. The 
credits that would be available under the Keynes scheme were 
calculated at approximately $25 billion; the White plan offered 
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$5 MHon (the Final Act of Bretton Woods contained a com¬ 
promise figure of $8*8 billion, to which the quotas of those joining 
subsequently could be added). This quantitative difference in fact 
amounted to one of quality, Keynes wanted a Fund so large as to 
give governments the confidence necessary to relax unneighbourly 
restrictions; $25 billion might have achieved that; $5 billion 
certainly would not. Was this Fund really to be the foundation 
for the building of a better world ? Or was it to be merely a 
modest subscription towards meeting some of the needs of poorer 
countries ? Contemporary and subsequent opinions outside the 
United States have on the whole agreed in holding that Keynes 
was right. One could only console oneself by hoping that, should 
the Americans prove obdurate now, the Fund might be enlarged 
in the course of its operation. 

Keynes’ Clearing Union did not need initial assets of any 
magnitude ; the assets would be built up in the course of working. 
The White scheme required gold subscriptions and a deposit of 
collateral. This was tiresome, and it would be necessary to scale 
down the proposed gold subscriptions. 

Qxiotas and sorting rights under the British scheme were to be 
related to foreign trade, since it was with this that the Clearing 
Union was concerned. This formula would have given Britain 
a position comparable to that of the United States. The "White 
scheme made them dtpencl not only on foreign trade but also 
on the size of their gcjild holdings and national income ; this would 
greatly enlarge the Americans’ share. The White scheme was 
interspersed with provisions lor a four-fifths majority. The 
Americans were evidently more concerned to ensure *an American 
veto against undesirable action than they were to ensure that a 
group of other nations would be unable to block progress. 

There was an objection to the American scheme, which was 
more important than all these and which the course of events 
may yet show to have been fatal. Tliis is somewhat difficult to 
describe brieflv ~ a difficulty which proved to be a hindrance in 
the negotiations that followed. The objection was no less real for 
being difficult to expound. The structure of the Amciican scheme 
was entirely different fiom that of the British, one might even say 
its converse. Keynes had the intuition that his form of structure 
was essential, if the Fund was to develop into a great institution of 
world-wide importance. The arguments in its favour were some¬ 
what elusive and hard to keep in the forefront of a debate, in which 
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many complex issues had to be discussed simultaneously among 
many experts of widely differing points of view. 

The Clearing Union was essentially a Central Bank, using a 
medium of exchange (Bancor) provided by itself (as a Central 
Bank provides its bank-notes). Nations with favourable balances 
of foreign payments would acquire Bancor deposits, and those 
with unfavourable balances would be overdrawn in terms of 
Bancor. 

The idea underlying such a Union is simple, namely, to generalise 
the essential principle of banking as it is exhibited within any closed 
system. This principle is the necessary equality of credits and debits. 
If no credits can be removed outside the clearing system, but only 
transferred within it, the Union can never be in any difficulty as 
regards the honouring of cheques drawn upon it. It can make what 
advances it wishes to any of its members with the assurance that 
the proceeds can only be transferred to the clearing account of another 
member. 

It is true that Keynes' scheme did not make any special provision 
for advances ’’; but he certainly had it in mind that, if inter¬ 
national plans for investment, commodity stabilisation, etc., were 
developed, the Union would be able to help. Such projects 
were outlined in bold strokes in his Section IX. For instance, 
the Union might finance stocks of commodities held by such 
bodies, allowing them overdraft facilities on their accounts up 
to an agreed maximum. By this means the financial problem 
of Buffer Stocks and ‘ ever-normal granaries ’ could be effectively 
attacked A World Central Bank would be in an extremely 
powerful position owing to its ability to create credit The 
Union was based on the central banking principle. 

White’s Stabilisation Fund, on the other hand, was based on 
such precedents as the British Exchange Equalisation Fund and 
the American Stabilisation Fund. Its total assets were governed 
once and for all by the amounts voted to it in the first instance. 
The countries with unfavourable balances would be allowed to 
draw on this Fund of predetermined size. By contrast with the 
Clearing Union, no expansion would be possible save by the 
painful process of going to the taxpayers of the various nations 
and asking for more. In the course of all the prolonged discussions 
the point was constantly put that whatever one proposed to do 
by the Clearing Union scheme could be done, under different 
nomenclature and by a different technique, but with the same 
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effect, by the Stabilisation Fund* So long as one kept one’s 
gaze fixed on the immediate concrete proposals in the Clearing 
Union plan, one could use this argument with some force* It 
was only when one turned one’s gaze away and looked at the 
future vista, when one thought of international investment, com¬ 
modity schemes, a super-national policing body, an international 
economic board to combat the trade cycle, etc*, that one realised 
that there were great possibilities present in the Keynes plan that 
were absent in that of White* While it was right and wise to think 
forward to larger projects, albeit as yet but dimly conceived, it was 
difficult to sustain a detailed argument against the White plan on 
the ground that it could not achieve certain objectives, so long 
as those objectives were not specified in detail. 

One has to remember that White originally conceived his 
Fund in conjunction with an extremely ambitious International 
Bank. The fresh vigour of those original plans had been lost 
through the normal attrition of intcr-dcpartmental discussion. It is 
extraordinarily difficult, in one’s zeal to save something of one’s 
original idea, to make a fair assessment of the value of a scheme 
that has been grievously pared down. Could White have gone 
back to his original point of view, would he really have thought 
that the Fund, taken in conjunction with an In\cstment Bank 
of a conventional pattern, would suffice to achieve the objectives 
which he had originally had in view ? 

One could always hope that both schemes could be enlarged 
and improved in the working. But one ought always to have 
had fixed in one’s mind the important words penned by Keynes 
in his Clearing Union draft 

It may be doubted whether a comprehensive scheme will ever 
in fact lie worked out, unless it can come into existence through a 
single act of creation, made possible by the unity of purpose and 
energy of hope for better things to come, spimging from the victory 
of the United Nations, when they have attained it, over immediate 
evil. 


During these crucial months, each nation had its characteristic 
failing. The British, painfully and correctly aware of their 
enormous prospective balance of trade difficulties, may have 
tended to stress them too much, and thus have given the impression 
that plans, which they had really designed for wider purposes, had 
been thought of in the first instance primarily as means for helping 
Britain in her immediate post-war difficulties. The Americans, 
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m their side, tended to think of any assets they might contribtite to 
or acquire in the Fund, as a charitable “ hand-out to help their 
poor benighted neighbours. But this was a fundamentally Wrong 
approach to the foundation of an International Monetary Agency. 
To regard one’s deposit at such an Agency, before it had even 
opened, as a worthless piece of paper, and write it off in one’s mind 
as a gift to others, showed a lack of confidence in the viability of the 
institution planned, which must fatally handicap its proper plan¬ 
ning. The Americans might claim that post-war events have vin¬ 
dicated their fear that they would be called upon to make “ hand¬ 
outs ” without end ; and they have shown no lack of generosity in 
doing so. None the less, it was wrong to mix the two streams of 
thought. If the Fund was to be a success, all nations in it, the 
Americans not least, would have to regard their rights to draw 
upon it as first-class assets. 

The two schemes were published in April. Press comment 
was not profound. Opinion in Britain and in other countries 
greatly preferred the Keynes version, although it is not quite 
clear how far this was due to his superior writing and draftsman¬ 
ship. In the popular mind the big diffei'encc appeared to be that 
the White scheme more closely resembled a normal gold standard; 
this inteipretation was based on some small points, which Keynes 
himself did not feel to be of importance. 

Within Whitehall there was, as may be imagined, a meticulous 
comparison of the two schemes. Consideration Wcis given to the 
points which could be most advantageously conceded. Keynes 
upheld the essential point in the following letter to Phillips : 


J. M. Keynes to Si? Frederick Phillips, syth May 79^5 

One can yield on the question of asking security and on the 
question of limited liability to the creditor without yielding on the 
main structure. I should much prefer to make both the former 
concessions and yield on the main structure only in the last resort. 
While in essence this is mainly a question of appearance, I fancy it 
comes to much more than that, if one looks forward into future 
developments and the use of the Union for various general inter¬ 
national purposes. 

The last sentence here is of importance. It was, therefore, a 
great disappointment when in June the Canudians put forward 
their own alternative, which, while more favourable in certain 
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mpects, was ftindamcntaily modelled on the American pattern* 
Mr Rasminsky wiote: 

You will note that we have worked on the principle of a Fund 
rather than adopt the Banking principle. ... As I see it, there is 
really no very important difference other than an aesthetic difference, 
between the two methods. In the one case all the lesources you need 
are created at once, whereas in the other case they are created only 
as they are needed. If one assumes, as one must, that the United 
States will insist on a limit on the amount of resources she is willing 
to put through the new institution, then the banking principle is 
not in itself necessarily more expansionist than the Fund principle. 
In cither case the consent of a given country would be required 
for that country to provide additional resources to the institution. 

But this was to neglect future possibilities. 

During 1942 the British expected an early eventuation of the 
discussions 'referred to in Article VII on the Mutual Aid Agree¬ 
ment, Before that was signed, the Americans had appeared 
anxious to press on. Then there seemed to be a pause. This was, 
no doubt, when the White schemes were undergoing the process 
of attrition. The British at this time thought they detected some 
change of view in the United States. In the minds of some, 
including Keynes, there was the hope that in the hard intellectual 
work of hammering out the principles of the post-war economy 
and the structure of the international institutions that would be 
required, Britain and the United States would operate in bilateral 
discussions, and there was the further hope that, in the early 
stages of these new perilous ventures, the two countries would 
take sole responsibility for initiating the projects. Keynes’ 
original draft of the Clearing Union contained the following 
words: 

It is proposed that the Cuirency Union should be founded by 
the United States and the United Kingdom, which would be desig¬ 
nated Founder States and given a special position. 

These words contained the idea of an Anglo-American leadership, 
and in that respect, although not in others, his ideas bear some 
family resemblance to the key currencies approach proposed by 
Professor J. H. Williams, and supported by American bankers, 
which emphasised the importance of Anglo-American currency 
co-operation as a pre-condition for a wider scheme. But in the 
course of 1942 the Americans seemed to come round to the view 
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that all schemes of this sort must be fully international from the 
beginning and that Britain should have no special status. 

In February 1943 President Roosevelt surprised the world 
by summoning the nations to confer together upon the post-war 
food problem. This led to the meeting at Hot Springs, Virginia. 
The British were somewhat perturbed, as this initiative seemed to 
be a departure from the path of steady, albeit somewhat slow, 
progress in planning the discussions under Article VII. Those 
plans comprised the commodity, and thereby the food, question. 
The notice was short, and there was some consternation in White¬ 
hall. However, under the able leadership of Mr. Richard Law, 
assisted by Mr. John Maud and Professor Lionel Robbins, the 
British acquitted themselves well at Hot Springs. 

On his homeward journey through Washington, Professor 
Robbins was waylaid, in order that he might partake in discussions 
about the Stabilisation Fund in the American Treasury. As soon 
as the White scheme was published, the Americans set about 
conducting informal discussions with other nations ^ to the greatest 
extent possible. The British Dominions were among those 
consulted, and Keynes at home was becoming anxious lest they 
should suppose that the Stabilisation Fund was the sole candidate 
for consideration, to the exclusion of the Clearing Union. The 
Americans organised an informal international conference which 
Sir Frederick Phillips, Prolessor Robertson and Mr. Opie attended. 
Professor Robbins was roped in. The Federal Reserve Board 
had recently produced a variant of the Stabilisation Fund with a 
50 per cent gold subscription; it feared that the White proposal 
would have inflationary effects in America. This variant found 
no favour with the assembled nations. There were some direct 
talks between the British and Americans, at which the difficulty 
the latter found in unlimited ” liability was plainly put. Sir 
Frederick also organised a meeting with the other nations one 
afternoon at the British Embassy. 

These British representatives, with the exception of Sir 
Frederick Phillips, who unliappily died later in the year, were all 
to play a notable part in the series of negotiations which followed. 
Professor Robbins proved a highly skilled negotiator and won 
great esteem in the United States. Keynes came to rely on him 
and to value his judgment. Robbins often played the r6le of 

* Australia, Belgium, Brazil, Canada, China, Czechoslovakia, Ecuador, Eg^ypt, 
France, Luxemburg, Norway, Paraguay, the Philippine Islands, Poland, Venezuela. 
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conciliator; when Keynes had said something too sharp, Robbins 
was ready with his grave and well-reasoned fluency to put the 
matter in a slightly different light and to prove that what Keynes 
had said, when viewed from another angle, could be seen to 
embody the American point of view. His well-rounded phrases 
and weighty manner seemed to the Americans to reflect, as indeed 
they did, a mellow philosophy and ripe judgment. His learning in 
general economics, as well as Keynesian economics, served him in 
good stead. 

Professor Robertson was at this time resident in Washington 
on Treasury business, and he continued to play an important 
part in these discussions until their culmination at Bretton Woods. 
He was well known on the other side to be one of the two or three 
foremost British economists. He was in sympathy with the 
American desire for a more liberal international economy, while 
fully cognisant of the complex system of controls that had grown 
up on the British side, and not prone to take an optimistic view 
about prospective British difficulties. He was not by nature 
inclined to enjoy the rough and tumble of hard bargaining, 
but his subtle mind moved easily among all the complexities of 
the proposed plans, and his comprehension of every detail of the 
clauses was unsurpassed. In due course he came to collaborate 
very closely with Mr. Bernstein; it was recognised that no 
problem was so knotty but that these two could succeed in achiev¬ 
ing an agreed solution. 

While the Americans were now fully engaged upon the task 
of winning agreement for the Stabilisation Fund, they were nerv¬ 
ous of having a meeting that would attract the attention of the 
press. The British participants in these preliminary discusrions 
all happened to be in the United Stales on other business. The 
meetings were semi-secret. Clearly the time had come when no 
further headway could be made until the authors of the Clearing 
Union and the Stabilisation Fund should confront one another 
directly. 


3 

The meeting took place at Washington in September 1943. 
This was the second visit of Keynes’ series. He was beginning to 
feci quite at home in Washington. He became an intimate 
member of a social circle. The Walter Lippmanns, the Frank¬ 
furters, the Achesons, the Chatficld-Taylors, Mr. Archibald 
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McLeish, were among his close friends. Lydia was always with 
him. He was still a sick man; and she never relaxed her vigil¬ 
ance. How are you, Lydia ? — “I am very well. When 

Maynard is well, I am w^ell; when he is ill, 1 am ill/’ She 
became in due course almost a legendary figure. Her boundless 
gaiety, her manifest devotion, her resourcefulness in providing 
comfort on the most unpromising occasions with all sorts of queer 
contrivances, her shopping expeditions, her infinite sweetness 
with all his associates, her quips and sallies, unconventional and 
personal, but always acceptable, suffused with some unique 
quality of simplicity and thereby of dignity, endeared her to 
American hearts. To be a friend of the great British economist 
— that was something to be proud of; but to be a friend of 
Lydia — that was the supreme glory. 

They used to stay at the Mayflower or the Statler, Keynes 
finally acquiring a preference for the latter, where he liked to 
take a light meal in the relative peacefulness of the Coffee Shop. 
Quentin Keynes, Geoffrey’s son, had a post in Washington and 
was sometimes mobilised on these visits to act as aide-de-camp. 
He used to drive his uncle for week-ends to the Sky-line Hotel, 
overlooking the Shenandoah Valley. On one occasion they 
stayed at the Mimslyn Hotel, and without flinching Keynes did 
the tour among the stalactites of the Luray caverns, although 
once started one is irretrievably committed to a two-hour walk. 
He went to the films and, when in New York, to tlie Ballet and the 
play. He enjoyed visiting the Museum of Modern Art, perhaps 
to get some hints foi his Arts Council work. 

He carried his interests across the Atlantic with him. There 
was all the business of the Arts Council to be attended to; there 
might be articles for the Fconomic Journal to be read. Above all, 
the book catalogues continued to come and unintermittent buying 
by cable proceeded. 1 was m the Folger Library in December 
1943. The Librarian asked me if I knew a fellow-countryman, 
Lord Keynes, Quite well.” “ We are not pleased with him. 
He was in here a couple of months ago and told us he had acquired 
a first edition of Spenser’s Complaints^^ which we bid for.” The 
Librarian then recalled this dialogue: “ ‘ How did you obtain 
information about it ? ’ I asked him. ‘ From the catalogue. How 

* Edmund Spender Complaints Containing sundrie small Poems of the World^s 
Vanitie 4to London Impiinted for William Pomonbie, 15^1 First edition* 
bought from Maggs Bros , /,17", 
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^ ^ So did we; how did you order it ? * ‘By cable." ‘ So 
did we. How did you obtain the catalogue ? ’ Lord Keynes 
looked a little guilty — ‘ Well, as a matter of fact, it came over 
in the Foreign Office bag The Folger Librarian could not 
compete against the possessor of such privileges! 

Now, at last, Keynes and White were confronted with one 
another in an open clash of will and personality. Keynes was 
not yet a British delegate in the full sense, as he was to be on sub¬ 
sequent visits, since these conversations were only informal and 
exploratory. But still he was a negotiator, fighting for a principle 
which might make things easier for Britain while establishing 
a basis for world prosperity. He was amply backed, or impeded, 
by telegrams from the Treasury, He was assisted by Sir David 
Waley, Mr. Opie and Mr. Thompson-McCausland. Mr. Liesch- 
ing of the Board of Trade was also there, and, ably seconded 
by Mr, Shackle and reinforced by the economic wisdom of 
Mr. James Afeadc, was conducting parallel negotiations about 
a “ Commercial UnionProfessor Lionel Robbins was at 
hand, with an interest in both sides of the negotiations ; and he 
was also responsible, along with Mr. Frank Lee, for the com¬ 
modity discussions. The Foreign Office was represented by 
Mr. Nigel Ronald. 

The British delegation was officially led by Mr. Richard Law, 
who opened with a powerful and moving speech. Of all the 
British Ministers at that time, Mr. Law took the liveliest interest 
in international reconstruction. Such authority as was obtained 
from the British Cabinet from time to time for the continuance of 
the discussions was partly due to his untiring efforts. 

More than one witness has said to me, “ You know, the fact 
of the matter was that Keynes had no love for White, and White 
had no love for Keynes. I can affirm that the former proposi¬ 
tion was not true, and those close to White deny the latter also, 
Keynes soon came to have a great resped for White's abilities; 
in these Washington talks he was still sorely tried by White’s rasp¬ 
ing truculence ; but in the course of subsequent visits he also came 
to have a real affection for him. White was difficult, there was 
no doubt; Keynes, although not sparing him in verbal debate, 
exercised tact and forbearance. White’s own feelings were more 
subtle. Only a few years ago, before his star had risen, he had 
revered Keynes as the greatest living economist. Now he was 
confronting him as a negotiator on an equal footing — or rather, 
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on an unequal footing, for he himself represented the stronger 
power. There was inevitably something a little awkward in 
that relation, (This was true also of the other United States 
officials who had been brought up on Keynes’ works.) White 
had to keep his end up as an economist among his colleagues. 
Keynes, it has to be confessed, was his superior, not only in pure 
economic theory, but also in his understanding of the techniques 
of the money and foreign-exchange markets. “ Do not let that 
clever fellow throw dust in your eyes,” White used to tell his 
American associates, hinting that he, White, was quite capable 
of seeing through it. They sometimes felt that he went out of his 
way to cast doubt on Kernes’ motives or find fault in his reasoning 
when there was none. These were but superficial manifestations. 
At heart he admired and trusted Keynes. For diplomatic reasons 
a certain air of belligerency had to be maintained in public ; it 
must at all costs not be said that he had been nobbled by Keynes. 
Behind the scenes they ultimately became great cronies, going 
off to the baseball game together and having plenty of fun. 

Their modes of debate were diametrically opposed. White 
was full of vigour and manful thrust. He could be wrathful and 
rude. His earnestness carried him forward in a torrent of words, 
which sometimes outstripped his grammatical powers. Keynes, 
we know, was different; he was always ready with his beautifully 
polished sentences; he detected any inconsistency in the opposi¬ 
tion, even in the most abstruse matter, with lightning celerity, and 
pointed it out with seeming gentleness in barbed and sometimes 
offensive sentences. He could always coin an epigram on the 
spur of the moment. On the subject of the Fund’s right to use 
its gold subscriptions to replenish, by purchase, its holdings of a 
scarce currency — “ You Americans,” he said, ‘‘ not content 
with having sucked all tlie gold out of all the debtor countries 
in the world, have now invented a scheme for sucking all the gold 
out of all the creditor countries as well.” 

It was not only at White that Keynes aimed his swift rapier 
thrusts. The question has been raised whether his unconventional 
methods, his barbed utterances, his tendency to rag the Americans 
and expose their foibles by jests which became almost intimate, 
and his exploitation of every resource of dialectic, were of advan¬ 
tage to the British cause. Upon Americans confronting him for 
the first time the effect may have been unfavourable, tending to 
confirm their ‘‘ mythology ”, Had they not always known that 
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the British were diabolically clever and would put rings round 
the simple-hearted Americans? Here, sure enough, was an 
example in the flesh. This impression soon wore off. They 
could not succeed with a fallacious argument — that they had 
to recognise; they were put on their mettle. But when, as some¬ 
times happened, Keynes took an unfair advantage in a debate, 
exploiting some faulty expression on the other side and securing a 
quick triumph, he made no attempt to hold the position thus won. 
On the next day no more would be heard of it. With a little 
experience the Americans came to appreciate this. They realised 
that he was a man of absolute intellectual integrity, and that his 
methods were designed to elicit the truth and not to steal an 
advantage. 

His sallies and his intimacies had a good and a bad side. 
They served to break thiough the formal considerations, which 
occupy so much time at international meetings, and to focus 
the attention of the committee upon the underlying realities. 
But they also had their perils. His rudeness was sometimes 
carried to an indefensible length and feelings were ruffled; there 
might even be rather hot resentment. It was the old story; he 
was too ready to assume that his adversaries in debate would take 
all as fair. But if it was brought to his attention that he had 
inflicted a wound, he would make amends by a most beautiful 
apology; and then the last state might be better than the first. 
The case was the same as with Dundas’s home truths ; a personal 
relation was established at a more intimate level. 

On balance, his methods probably did injury at first, the 
dividend coming in after a time-lag. In due course the American 
negotiators learnt the true nature of the man; they came to 
understand that he was kindly at heart and fully appreciative 
of their own good qualities. The first and second rudeness might 
be taken amiss; but when it came to the third and fourth, they 
merely thought, as did his English friends, that he was being true 
to foim, and were able to enjoy the fun of the game. Once one 
had given up taking offence, one was drawn into an atmosphere 
of good fellowship. Eventually, indeed, the Americans began to 
take a positive delight in his sharp sallies, even although they might 
be directed against one of their number; they enjoyed the privi¬ 
lege of being there on intimate terms with a world-famous wit. 
Harry White himself became mellow under this influence. 

The vital elixir of fiiendship is of some use in overcoming 
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national prejudices. The meeting of delegates at Washings 
was transformed, not merely into a group of honest techniciaits 
trying to solve problems on their merits, but into a group of friends 
working together for a common cause. If these discussions 
attained a level of objectivity unequalled in international nego* 
tiations, as those who partook in them testify, we may attribute 
it, not only to the earnestness and honourable purposes of the 
British and Americans, but also to that something extra, the 
personal magnetism of Keynes. 

While his quick recognition of the validity of his opponent’s 
reasoning, when it was valid, inspired American confidence, it 
was sometimes a trial to his British colleagues in this and subse¬ 
quent negotiations. Keynes refused to maintain a position, 
when he was convinced that its only support was a shoddy 
argument. The minds of most men do not move so quickly. 
These British had set out from Whitehall with certain instructions 
and certain arguments in their bags, and here was Keynes letting 
them down completely on some particular point. He had been 
convinced that it was wrong, and that was that. Behind the 
scenes he castigated his colleagues for adhering to it. If he had a 
fault, It was in a tendency to imply that he had nevei in his life 
entertained such a fallacy, let alone only yesterday. 

These talks covered a wide range of highly technical matters. 
Only the main trend can be indicated. White rested his case 
largely on his assertion, which was supported by his colleagues, 
concerning what Congress would tolerate. It was felt that, if the 
British Cabinet endorsed a scheme, Parliament would accept it. 
The relation of the President to Congress was entirely different. 
Of no scheme could it be said that it would certainly go through, 
while some schemes were manifestly without hope; White claimed 
to speak on this topic with authority. It would be far better to 
agree upon a scheme which might not be the ideal, but which 
had a reasonably good chance of acceptance. As White once put 
it, he regarded himself as a middleman between two sovereign 
powers, the American Congress on the one hand and the British 
Cabinet on the other. The British team made the most of Parlia¬ 
mentary difficulties, but this did not carry the same conviction. 

Already before this meeting, the British had agreed among 
themselves that they would have to yield to the American desire 
for limited liability, and also to their insistence that the Agency 
should have initial assets in the form of gold and local currencies. 
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About tile nature and proportion of these assets thei'e was much 
argument. , 

Then there was the question of the structure of the Agency. 
Should it be based upon the banking or upon the fund principle ? 
The Americans tended to take the line that it would be impossible 
to secure limited liability on the banking principle. If this posi¬ 
tion was not completely tenable, they could fall back on the 
contention that it would be impossible to convince Congress. 
Meanwhile, the stock argument was produced that everything 
which the Union could achieve could be done equally well by 
the alternative technical device of the Fund. So why quarrel 
if one was acceptable to Congress and the other not ? Keynes, 
on his side, urged that much depended on the nations placing 
confidence in the institution ; after all, it was their tendency to 
excessive nationalism that had to be broken down, and, if they 
lacked confidence, they would not play the required game. 
Even if the same things could in fact be done by the Fund as by 
the Union, the nations would not understand this. It was essen¬ 
tial that the agreed scheme should be lucid and comprehensible. 
He inveighed against the jargon which the American technicians 
loved. He called it Cherokee, contiasting it with the Christian 
English of the Clearing Union. At one point, to secure an accurate 
comparison, Keynes tianslatcd the main principles of the Stabilisa¬ 
tion Fund into Christian English ”, and, when this was done, 
it was found that the two schemes looked remarkably similar. 
If the car of Congress was soothed by the intoning of Cherokee — 
well, it was the master of the situation. 

We may be suie that it was with a heavy heart that Keynes 
abandoned his structure. Mr. Ben Cohen, whose wise insight 
observed its long-run advantages, approached him during the 
negotiations. Could he not re-dress the Clearing Union, so as to 
embody the limited liability principle with an explicitness that 
no one could gainsay ? Keynes was already moving towards the 
conclusion that the forces against him were too strong. The 
trouble was that the important advantages of the Clearing Union 
principle lay in the long-distant future and related to uses of the 
Union that might in due course develop but were not yet specified 
or specifiable. It was difficult to argue against determined men, 
who had a rival scheme, alleged to be far more acceptable to 
Congress, for which they claimed that it could achieve all the 
prescribed objectives as effectively as the Union. 
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Meanwhile support for the Union principle was supplied from 
a different point of view. The Bank of England feared that the 
Fund arrangement would give the Agency powers of interfering 
on lines that had nothing to do with the general purposes of the 
scheme. Under the Union plan, nations would have deposits 
of Bancor (the new currency), over which they had control. 
Under the Fund arrangement the Agency would itself hold 
accounts at the Bank of England (and other central banks) which 
it could dispose of at its own will and pleasure. It might be 
able to instruct the Bank of England to hand the sterling which it 
held to some other foreign account. Still more alarming it would 
be if it had the power to sell British securities in the open market, 
thus depressing their price at a time most inconvenient to the 
British Government or the British monetary authority. In other 
words, the Fund seemed to be in a position to interfere in day- 
to-day matters that were the proper concern of the individual 
central banks and were not related to the long-run objectives of 
securing equilibrium in foreign trade. It was undesirable that 
an international Agency should have such power. According to 
this view, then, Britain should absolutely refuse to agree to the 
American plan unless it was made quite certain that the Fund 
would be '' passive ” in these day-to-day matters. At this juncture 
it was for the Americans to show that the Fund could, by suitable 
provisions, be rendered passive ”. 

It was the British understanding that the Americans accepted 
the principle of passivity; the doubt was whether their 
scheme would succeed in securing it in practice. Now just as 
the Keynes plan contained a new international unit of account, 
called Bancor, the White plan, too, had its international unit, 
called Unitas. In the White plan, as first presented to the British, 
Unitas played a part of negligible importance. It was a mere 
cloakroom ticket given to any nation which deposited gold, and 
could only be realised by the withdrawal of gold. As Keynes 
observed, its appearance in the Stabilisation Fund plan was a 
vestigial survival of some much larger part it had once played 
A great effort was now made to revive the status of this Unitas, 
in order to secure ‘‘ passivity The plan was to accept White’s 
language, the principle of limited liability, and the oUier points 
by which the Americans set store, but to arrange that, instead of 
the Fund having a mixed bag of currencies, in the form of disposal 
over deposit accounts in the various banks of the world, those 
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banks should hold accounts at the Fund in the form of Unitas- 
This was known as the plan to monetise Onitas Only by 
so doing, the British argued, could the “ passivity"’ of the Fund in 
day-to-day matters be ensured. The battle for the monetisation 
of Unitas went on after this meeting through the winter. The 
Americans made great efforts to show that “ passivity ” could be 
ensured without the monetisation of Unitas, but some doubt must 
remain in one’s mind whether the British and the Americans 
ever came, even at Bretton Woods, to interpret “ passivity ” in 
quite the same way. 

Another important topic discussed in Washington was the gold 
standard question. Popular ideas about this were wide of the 
mark. Keynes and White agreed that it was desirable to have a 
fixed rate of exchange in the short run, with flexibility in the long 
run. Thus, on the central issue, neither side in these discussions 
was closer to the gold standard idea than the other. In the White 
plan the consent of the Fund would be needed for an exchange 
adjustment; in the Keynes plan the consent of the Fund would 
be needed for any adjustmeiit of more than 3 per cent away from 
the original par. But certain elements in the British Treasury 
had now come to take an altogether different view of the matter 
and began pressing that the British should preserve the right of 
each nation to devalue its currency without the consent of the 
Fund. This was as widely removed from the Clearing Union 
idea as it was from that of the Americans; and, in retrospect, 
one may perhaps say, quite frankly, that it was absurd. How 
could there be an international currency plan, if evciy nation 
retained lull liberty to depreciate its own currency at its will 
and pleasure ? Furthermore, as w^as pointed out at the time, 
such an arrangement might have been particularly unfavourable 
for Britain, for it was felt that Britain, as a principal architect 
and main support of the International Fund, w^ould conscientiously 
carry out the principle of not depreciating except when in funda¬ 
mental disequilibrium, while other nations might not be so 
conscientious in abstaining from cut-throat competitive deprecia¬ 
tion. It must be added that the Treasury was not unanimous in 
favouring liberty to depreciate; none the less, the telegrams 
which it sent caused Keynes much trouble at Washington. 

It may seem surprising that Keynes thought it worth while to 
insert in his original plan the right to depreciate without leave by 
such a small amount as 5 per cent once and for ever. It is seldom 
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tiiat a fundamental disequilibrium could be cured by so fine an 
adjustment. The fact of the matter is tliat this 5 per cent was also 
vestigial, for in the early drafts of the Clearing Union nations 
were to be allowed to depreciate without permission by not more 
than 5 per cent in a single year. This is a totally different matter! 
Under that original plan the safeguard against wanton deprecia¬ 
tion lay, not in the necessity to go to the Union for leave, but in 
the necessity to carry out the redress of disequilibrium in an 
orderly, because slow and gradual, manner. The idea was that, 
if a maladjustment occurred suddenly, it would be unneigh hourly 
to make a sudden adjustment; the Union was there precisely 
to carry a nation through the period of an adverse balance of 
payments, due to some sudden derangement. The adjustment of 
exchange rates was only designed to correct a tendency towards 
long-i'un disequilibrium, due, for instance, to secular changes in 
the rates of interchange of goods between nations or to gradual 
divergences in the rates of increase of efficiency of labour. Short- 
run upsets were to be catered for, not by exchange adjustment, but 
by drafts upon the Union. This all-important in a single year 
was rubbed out of the Clearing Union during the process of depart¬ 
mental attrition. The moral seems to be that a much better 
scheme could have been put to the assembled nations at Bretton 
Woods, if only Keynes and White had been allowed to meet 
together and given a completely free hand to devise an agreed 
scheme as soon as the ‘‘ consideration ” was signed. The native 
ideas of both men had been sicklied over by departmental dis¬ 
cussions long before they ever met. 

1 believe that the best solution of the exchange problem was 
that embodied in the original draft of the Clearing Union, 
namely, that the nations slnmld have the right to depreciate by 
not more than 5 per cent in a single year without the leave of the 
Fund; but that solution did not come up for international 
discussion. To leave the nations an unlimited riglu of deprecia¬ 
tion would clearlv have been entirely contrary to the w^hole idea 
of international co-operation. A compromise was reached, that 
nations should have a once-over right to depreciate by 10 per 
cent without leave, with special facilities accorded for getting 
leave for another t o per cent.^ Larger depreciations were allowed, 
but subject to agreement by the Fund. 

One point at issue in these discussions was the right of with- 

* See Final Act of Bretton Woods, Article IV, Section 5. 
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drawal from the Fund. The Brith*h were thinking not only for 
themselves, but for all countries likely to have a parlous trade 
balance, in seeking a safe escape from the commitments of the 
Fund, should their difficulties prove insuperable; they, therefore, 
wished to insert the right of immediate resignation without penalty. 
White was at first inclined to take a firm stand; having once 
embarked upon this brave undertaking, nations should not be 
allowed to wriggle out too easily. After he had stated this 
high principle with his accustomed vigour, Bernstein whispered 
to him : ‘‘You know, this may mean a lot of trouble for us in 
CongressWhite withdrew his opposition, and the British point 
was won. 

Once it appeared that the Keynes scheme was likely to be 
unacceptable, the importance of the “ scarce currency clause ” 
came into prominence. The Americans took the initiative in 
proposing that the wording should be greatly strengthened by 
comparison with that in the original Stabilisation Fund scheme. 

In due course it was decided that this combined group in 
Washington would be able to reach a substantial measure of 
agreement, and that a document could be prepared. The pro¬ 
cedure actually adopted was that White’s Stabilisation Fund was 
taken as the basis for the agreed draft, and Keynes was asked to 
erase all that he objected to and to add what he wished. The 
resulting document was then discussed paragraph by paragraph 
in great detail. It was accepted by the experts on both sides, 
and published, after further modifications during the winter, in 
April 1944, under the title “Joint Statement by Experts on the 
Establishment of an International Monetary Fund ”, It was in 
this (lause-by~clduse discussion that the meeting reached its 
highest point of goodwill and fair give and take. 

When the statement had attained its final foim, a somewhat 
larger meeting was held, with members of other departments 
present. White meanwhile had conceived the idea that all the 
features of the Stabilisation Fund which had not been agreed 
upon should be grouped together at length in an Appendix 
under the title “ Minutes of Evidence This Appendix was 
produced at the meeting. Keynes was lost for a few minutes in 
study of it; when he discovered what it was, he was furious and 
tossed it to the ground. They both blazed up. White is remem¬ 
bered to have referred to him with bitter irony as “ Your Royal 
Highness The visitors who witnessed the scene may have 
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contributed to the rumours which floated round that Keynes 
and White were at daggers drawn. During the lunch hour 
Bernstein persuaded White to confine his Appendix to two or 
three points of crucial importance, and in the afternoon all was 
peace. 

The Washington Conference did not limit itself to discussion 
of the monetary project. Keynes’ plan foi Buffer Stocks was 
considered. The American team was sharply divided into two 
opposing schools of thought. Afessrs. Wheeler and Appleby 
desired a wide adoption of restrictionist schemes; Mr. Clayton 
was a firm believer in the workings of a free market. The Ameri¬ 
cans were united only in opposing the British scheme. The British, 
however, were able to make some headway. A report was drafted 
and agreed upon, in which the restrictionist element was narrowly 
curtailed and the need to eliminate high-cost in favoui of low-cost 
producers emphasised. The matter was referred for further 
discussion. 

The British plan was not put forward in subsequent negotia¬ 
tions during the war, although it had a direct influence on the 
chapter on commodities in the International Trade Charter. 
This was partly due to further difficulties encountered in discus¬ 
sions with the Dominions,^ especially in regard to the finance of 
Buffer Stocks. Partly also, it must be admitted, it was due to a 
general weakening in the British initiative m regard to post¬ 
war plans. Some Ministers were hesitant about these, thinking 
it wiser to advance warily. Thought at the highest level was 
heavily preoccupied with preparations for D-Day; the time was 
inopportune for lengthy discussions in the Cabinet on post-war 
projects. 

International investment was also discussed at the Washington 
meeting. Keynes is remembered to have adopted an attitude 
which seemed to be a mixture of levity and cynicism. He had 
long held the doctrine that nations which invest their savings 
abroad are never likely to recoup them in total; they are only 
able to keep the borrowing nations in play by always re-lending 
in the form of new investments what is due to be repaid upon 
the old, and, it may be, by re-lending much of the interest and 
dividends also. An excc'ption is when such a nation goes to w^ar, 
as it may then be able to realise some portion of its foreign invest¬ 
ments at a knock-down price. This does not mean that the 

* Sec p 573 below 
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b0rrower$ need always be expected to default on any of the 
particular loans; investors may expect repayment, as and when 
due, always provided that the nation to which they belong is 
re-lending an equivalent amount of money for some other project. 
Keynes put his view forcibly, because it appeared to him that the 
Americans were still suffering from dangerous illusions, and were 
likely to expect a degree of security for their international projects 
which was unobtainable in the nature of the case. It was part 
of his natural frankness and essential integrity to put the matter 
very baldly. That does not mean that he had given up the hope 
that the Americans would undertake the role of international 
investoi's in a big way, or deemed it a matter of indifference 
whether they did so. Professor Robbins sought to soften the 
effect of Keynes’ bluntness by a timely intervention. An Inter¬ 
national Bank would be valuable in stimulating less developed 
countries to focus their thoughts upon their investment problems 
and develop plans into a form that could be put forward for inter¬ 
national considcratif)n. 

Finally, commercial policy was discussed more fully than the '' 
commodity and investment problems. The views of the State 
Department were already well known; Mr. James Meade had 
worked out a comprehensive scheme on the British side, containing 
safeguards for nations likely to be in a debtor position. Keynes 
was not yet convinced of the feasibility of a large move in this 
direction. He never lost sight of Britain’s prospective difficulties. 
His Clearing Union project, which had stood in his mind as the 
minimum terms on which Britain could co-operate “ to mutual 
advantage ” in a liberal commercial policy, had been woefully 
cut down. His realism compelled him to remain uneasy. The 
following note will not be taken au grand wuux by those who knew 
Keynes well. It was partly meant to tease. It must, however, be 
admitted that Mr. PasvoLsky, had he seen it, would have been 
deeply shocked. 


J, M. Keynes to P. Lieseking, 8 th October ig 43 

Thanks for your note on State trading. If in this matter you 
leave loop-holes in your scheme, it will not upset me. Indeed, the 
more loop-holes you leave the wiser you wall be in my opinion. 

As you know, I am, I am afraid, a hopeless sceptic about this 
return to nineteenth century laisrez fciire, for which you and the 
State Department seem to have such a nostalgia. 
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I believe that the future lies with —‘ 

(i) State trading for commodities ; 

(ii) International cartels for necessar^^ manufactures; and 

(iii) Qiiantitative import restrictions for non-essential manu¬ 
factures. 

Yet all these future instrumentalities for orderly economic life 
in tlie future you seek to outlaw. 

The reader may remember my conversation with him in the 
Treasury corridor two years earlier, when he referred to the need 
to continue to think along bothlines. So far as the monetary 
question was concerned, he was now fully convinced of the virtues 
of a multilateral system and free dealing. He was not yet con¬ 
vinced on the commercial side; that was to come later. His 
mind still remained ambivalent. In the preceding ten years he 
had gone far in reconciling himself to a policy of planned trade ; 
these ideas had sunk deeply in. Even for him, with his readiness 
to follow where an argument led and his power of quick adapta¬ 
tion, it was difficult to unlearn so much. The memorandum 
to Licsching states one extreme view provocatively. He was to 
continue for some time to display impatience at the initiative 
taken by the Board of Trade in developing proposals for an open 
trading system.^ 

Besides the four main topics, there was also some discussion 
on the point in which the Australians were knowm to be especially 
interested, namely, international co-operation for sustaining full 
employment. It was thought that this was not an objective, like 
orderly currency or international investment, for which a special¬ 
ised Agency was appropriate. There was no given set of measures 
which would secure full employment; rather, full employment 
depended on the success of all the separate measures under their 
several headings. It appeared, therefore, that there should be 
some International Economic Board, which would secure co-ordin¬ 
ation among the policies of the various Agencies, having special 
regard to their success in maintaining a high level of employment. 
This matter should be referred to those who would be responsible 
for the general organisation of the United Nations. This sub¬ 
sequently happened; and the United Nations Commission and 
Sub-Commission on Employment and Economic Stability were 
brought to birth. 

Ke^mes next spent some days in New York, where he attempted 

^ For his ultimate conversion to the Board of Trade point of view, sec below, pp. 609-r o. 
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the hard task of converting the bankers to the desirability of an 
International Fund. His old friend, Mr. Russell Lcffingwell, 
provided him with a room to himself in the offices ofj. P. Morgan. 

On his way back to England he could reflect with some 
satisfaction on what had been achieved. He had not floated his 
own scheme; he had hardly hoped for that. But the White 
scheme had been considerably liberalised. The spirit of the 
meetings had been excellent, and close Anglo-American co-opera¬ 
tion was an established fact. This would surely continue. If that 
really happened, then this meeting, which he had just attended, 
was an important milestone in twentieth-century history. 

All the relevant American Departments [he wrote to the Chan¬ 
cellor of the Exchequer] were present at the conversations and were 
satisfied with the result, in particular the State Department and the 
Federal Reserve Board. We could never have got so far if there 
had not been a marked will to agree. The debates were extremely 
strenuous, since Harry White gives nothing away except after a 
rasping battle, even when he has really made up his mind from the 
beginning that he is not going to fight to the end In spite of some 
sharp passages, particiilaily the last lap of all when there seemed to 
be a risk of their wanting to re-open a wide part of the field, good 
humour prevailed. 

On the Saturday Harry White proposed that we should mutually 
initial the final document and exchange letters. On the Monday 
1 carried out luy pait. But he made excuses why he should not 
initial or confirm anything. 1 w^as much annoyed for a moment 
Dining the w^ar 1 have altugethei spent five months in close negotia¬ 
tion with the United States Treasury and on no single occasion 
have they answered dny communication of mine in writing, or 
confirmed in writing anything which has passed in conversation. 
In this my experience is not unusual. I dOubt if anyone has seen 
Harry White’s initials. . All this does not rtiatter two pins. It is 
just an interesting illustration of the American way of doing, or 
not doing, business 

. We are all of us agreed that the atmosphere could not 
have been belter and the progress far in excess of our best expecta¬ 
tions. The American Departments, and particularly the State 
Department, were ext eedingly cov and slow in accepting the neces¬ 
sity of primary Anglo-American co-operation. But after a little 
experience of it they have embraced it with both hands. There is 
no risk, I should say, of the old stand-offish attitude. All the 
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committees have worked together constructively and fruitfully, and 
it is most unlikely that the civil servants, whatever the politicians 
may feel, will want to return either to isolationism on the one hand, 
or to the method of the grand monkey house on the other. Apart 
from questions of method, both sides have discovered a far wider 
range of common thought than had been expected. 

He felt that the Agreed Statement of Principles would set forth 
the project to the world in terms inspiring greater confidence 
than the Stabilisation Fund draft. The gold subscriptions had 
been reduced, exchange elasticity ensured and the right of with¬ 
drawal recognised. The monetisation of Unitas was still under 
discussion, but he doubted if great principles were involved. An 
important point was that the principle of the passivity of the Fund 
had been accepted. 

. . . Here the Americans staited with a totally different point of 
view. They thought of the Fund as an active, benevolent institution 
which would study the advisability of every transaction and O.K it 
or not as a faithful schoolmistress. What they had in view would 
clearly cut right across international banking arrangements as they 
have existed hitherto. It was a very great concession on their part 
to come round to our view of the Fund as a reserve resource, entirely 
passive, except in the more extreme contingencies where countries 
were running towards the limit of the facilities of the Fund in one 
direction or another. 

This wording shows that Keynes had no doubt that the 
Americans had conceded the passivity principle. To points 
where there was still room for doubt, e,g, on the Scarce Currency 
clause (see below), Keynes was careful to draw attention. Their 
plea that passivity could be ensured equally well under the Fund 
principle as under the banking principle was the main considera¬ 
tion which induced the British to abandon the banking principle 
in the last round. But did the Americans in their hearts fully 
accept the principle of ‘‘ passivity ’’ ? Was there a residue of 
misunderstanding ? This point became important again later. 

There is a deep paradox involved in the conflict between 
Keynes and the Americans on this topic, which continued to 
the cud. The Americans are in the habit of praising private 
initiative and inveighing against paternalistic socialism. In the 
minds of many Americans, who do not specialise in these subjects, 
Keynes has been thought to be a sort of high priest of the pater¬ 
nalism they so much dislike. Yet, when the Americans turn their 
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eyes away from their own rights under the Constitution towards 
the international sphere, it is they who have recently tended to 
be the chief advocates of paternalism. It was Keynes who had to 
fight the battle of liberalism against the voracious appetite of the 
Americans for paternalistic interference. Keynes thought of the 
international institutions as setting up a framework within which 
individual initiative could flourish; they were to settle certain 
broad principles of action; the Fund, in particular, would estab¬ 
lish certain drawing rights, but only inteifcre in their exercise on 
most exceptional oc('asions. The Americans wanted to give 
meticulous scrutiny to each individual transaction. In all this 
long-drawn-out conflict it appears that Keynes was fighting 
for the philosophy of freedom against the philosophy of 
regimentation. 

J, M. Keynes to the Chancellor of the Exchequer^ i 6 th October 1^)43 

There is one point of some importance that I forgot to emphasise 
in my letter to you of October 14 reporting the outcome of our 
conversations. 

In addition to the chief objects we had in view as catalogued in 
that letter, I forgot to add a sixth object, which is by no means the 
least important, namely, to get the principles so drafted that one 
of the prime purposes of the Clearing Union, namely, to put pressure 
on creditor as well as debtor countincs to restore equilibrium, should 
not wholly disappear. We have in fact got this back in an extremely 
drasuc form. Clause 10 of the Statement of Principles, which deals 
with the apportionment of scarce currencies, puts the creditor 
country on the spot so acutely that in the view of us all, the creditor 
country simply cannot afford to let such a situation arise. 

We, in lact, suggesuxl something rather milder. For we had 
doubts, and in fact still have doubts, whether Congress can be 
expected, if they understand it, to s'wallow anything so extreme. 
Nevertheless, the U.S. Tieasury, the State Department and the 
Federal Reserve Board quite deliberately prefer this ruthless pro¬ 
vision, since in their view it is essential, if the U.S. is to be brought 
to do what it should, to create a really serious crisis. They think 
that this clause will make it necessary to find some way of preventing 
it coming into effect. If the Ameiicans really live up to their 
present proposals it will be the U.S, A. and not the rest of us which will 
get into real trouble, if U.S.A. develops a favourable balance which 
is not adequately disposed of by foreign lending or in some way. 
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The clause was safely passed by Congress in the summer of 

On his return to England, he was plunged once more in the 
day-to-day business of the Treasury. Progress with the inter¬ 
national schemes seemed slow. On the one side, certain outstanding 
questions had to be settled with the Americans through normal 
channels; on the other side, British Cabinet authority had to be 
obtained for further progress. On the home front Mr. Richard 
Law took a vigorous initiative. A statement was drafted and 
the views of Ministers collected. When real need arose, as now, 
Keynes allowed his argumentative power to be enlisted on behalf 
of commercial liberalism. Ministers’ chief anxieties were, as was 
to be expected, on the side of commercial policy. Some were 
worried about the gold implications of the International Monetary 
Fund. Keynes had a heavy task in j)ioviding explanations on 
all the intricate points that were raised. In the statement for 
Ministers great stress was laid on the scarce currency clause. 

The offer [viz, the scarce-cuirencv clause] is a signal mark of 
their courage, of their fair-mindednesn and of their sense of responsi¬ 
bility to the other nations of the world. 

This proposal represents, therefore, a revolutionaiy change for 
the better compared with the po^itio^n in the iniei-WMr jieriod. The 
Americans offer voluntarily to abjure their former stranglehold on 
the wxirld’s economy and never again to allow their hoarding pro¬ 
pensities to force deflation on others. Tvlorcovei, this particular 
provision has been published and Congress is aware of it; yet, so 
far, it has not been the target of any particular criticism. It would 
seem rash on our part to reject so fair an offer and to prefer to return 
to the chaos and inesponsibility of the former lack of system. 

The problems of the transition period had been somewhat 
neglected in the September discussions, and these became the 
subject of an interchange of views between the British and 
Americans. One last attempt w^as made to save the banking 
principle by the monetisation of Unitas American resistance 
stiffened. A consideration of some weight in this connection was 
the representation of the Federal Reserve Board that the banking 
principle by w^hich it would probably have to hold a large account 
with the International Monetary Fund would set up an uncontrol- 

* 1 may be allowed some satisfaction in observing that the views which I had so 
strongly pressed m my letter ^^ritten in the early hours of the morning of March 2, 
1942, were fully vindicated by the course of events (See p. 545 abovr-) 
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iable inflation in the U.S., of the danger of which after the war 
they were, in any case, very much afraid* At this juncture the 
Americans also stressed the argument that the introduction of a 
new international unit of account might prejudice the acceptance 
of the scheme by Congress. “ Unitas or whatever new name 
might be devised, would sound far-fetched and crackpot in con¬ 
gressional ears. It was hard for the British to judge the validity of 
this argument. It had been suggested earlier that the proposal for 
a new international currency unit might make an idealistic appeal 
to certain members. Some wished at this time that it were possible 
to get the verdict of President Roosevelt himself. Might he not 
find in a new international currency matter for an imaginative 
appeal to the nations ? Certainly there was little in the Agreed 
Statement of Principles to fire the imagination of mankind. It 
would hardl) have been possible for the British to appeal against 
the United States Treasury to the President. Mr, Churchill 
could not be c.xpected to give prolonged attention to such a matter 
at such a time. Keynes w^as half convinced, perhaps against his 
better judgment, that all things which could be achieved under 
the banking system could be achieved under the Fund system 
also. Unitas was in due course dropped. 

During the autumn White's proposal for an International 
Bank for Reconstruction and Development arrived in England, 
Stripped, as it long since had been, of all the exciting features, 
this document was an uninspiring one. The Bank had been 
dressed, with an eye to Congress, to look as orthodox as possible. 

In March 10)44 there was another scries of meetings with the 
Dominions, which Keynes was unable to attend, being for a 
period under doctoi’s orders. The Agreed Statement of Principles 
was published m April, and received a ycry favourable press. 
Keynes expounded the theme to his old friends of the Craven-Ellis 
group in the House of Commons and also to another gi'oup of 
Conservative M.P.s. Apart fiom some rumblings from Mr. 
Boothby, these meetings did not lead him to anticipate opposition. 
But the debate in the House of Commons in May was a bitter 
ciisappointment. ‘‘ I spent seven hours in the accursed Gallery, 
lacerated in mind and body.” Apart from an admirable 
statement by the Chancellor of the Exchequer, Mr. Pcthick- 
Lawrcnce’s contribution w^as the only one of value. This was the 
first symptom of a trend in British feeling which was to cause 
Keynes considerable distress until his death. There seemed to be 
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an extremely strong undercurrent of anti-Americanism, Members 
gave no signs of having studied the plan, but seemed to come 
violently prejudiced against it for no other reason than that the 
Americans had agreed to it. This development was curious, and 
perhaps psychopathical. It was in complete contrast with the 
splendidly cordial co-operation in the Services. Is it fair to suggest 
that those who formed opinion in the lobbies concerning post-war 
plans consisted mainly of persons who were taking no very active 
part in the war effort, and found compensation in cultivating anti- 
American feelings ? These cavillers failed to notice the fact that 
the Americans had made great concessions to the British point of 
view, and also the remarkable combination of boldness with tech¬ 
nical detail exhibited by the Statement. It should have been 
obvious that such conclusions could only have been achieved by 
goodwill and hard work without precedent in international 
relations. All this was completely ignored. 

Quite a different atmosphere prevailed in the House of Lords, 
where the debate was free from the pettiness displayed in the 
Lower House. Keynes himself made an admirable speech, which 
no doubt contributed to a better understanding. The Barony of 
Tilton was proving its usefulness. 

In the spring of 1944 Keynes' mind reverted to Britain’s 
immediate post-war position. Debts, in the form of ‘‘ sterling 
balances ”, were growing at an alarming rate, and the prospect 
was truly appalling. Should some scaling down he attempted? 
Should they be blocked, or funded ? The problem was an 
exceedingly complex one, since the holdings of the various 
countries differed both in their origin and in the form in which 
they were held. The Indian holdings were concentrated in the 
Reserve Bank of India, and formed the reserve behind the rupee 
circulation. In other cases the indebtedness was privately held 
by a large number of individuals. Part originated in the normal 
sales of goods to Britain, part (within the sterling area) from the 
turning in of dollars, earned by exports to the dollar area. Part 
was due to the expenditure of British troops overseas. Some of the 
debt was incurred by sales to the British authorities at normal 
prices, some by sales at highly inflated prices in local currencies, 
which were then converted into sterling at the old, and thereby 
obsolete, rates of exchange. Thus the sterling liability incurred 
was sometimes greatly in excess of the value of the services received 
in exchange for it. In regard to the debt held by each country, 
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there was a large number of diverse special considerations. In fact 
there was a terrible tangle. Keynes drafted a memorandum on 
the subject for interdepartmental consideration. It was his mis* 
fortune to be concerned with a department of our war effort in 
which prospects grew ever darker as the military prospects 
became brighter. 

Happily he had other interests to sweeten his days. C.E.M.A. 
grew and prospered. Lydia struggled buoyantly with the growing 
hardships of living. He had week-ends at Tilton, where the farm 
was flourishing under the careful direction of Mr. Logan Thomson. 
He had occasional glimpses of Duncan and Clive and Vanessa. 
In February, there was a pleasant ceremony. He gave a luncheon 
party, which included the Kenneth Clarks and Duncan Grant’s 
mother, to celebrate the unveiling of mural decorations of 
Cinderella by Duncan Grant and Vanessa Bell, which were 
handed to the Tottenham Town Council for use in the Children’s 
Restaurant. As he drew the curtain from each picture, he gave 
his own amusing version of the story of Cinderella. Thus he had 
reminders of those really important things, for the sake of which 
this terrible struggle was being waged, with all its sacrifices, 
and its heroisms, and the threat — could he avert it ? — of 
financial ruin for Britain. 


4 

In the third week of June Keynes and his wife were on board 
the Qj^een Mary bound for Bretton Woods. These voyages w^ere 
pleasant interludes, despite the spice of danger. Life-belts were 
worn continuously. It was somehow extraordinarily impressive 
to meet them pacing the deck in this garb. They were not Lord 
and Lady Keynes, conventionally dressed for a reception or the 
opera ; they were just two human beings fitted out as was needful 
for the emergency — but two great human beings. One felt that 
one had been brought into closer contact with the pure essences of 
these blithe spirits. To have seen them thus was a precious and 
unforgettable memory. 

On some of the trips it was possible to have leisure and do 
some reading. On one occasion a friend commented on the 
interesting company they had on board. “ I prefer Trevelyan 
Keynes replied curtly. But this time there was to be hard work. 
A number of delegates from the nations which had headquarters 
in London were present. It was decided to have meetings on 
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the subject of the International Bank, which had hitherto been 
somewhat neglected. Keynes’ enthusiasm was fired. A draft was 
prepared. 

On arrival in New York on 23rd June they were met by Mr, 
Brand ; he had been in Washington for some years as head of the 
British Food Mission, but had recently been transferred to be the 
Treasur)^ Representative and was to play an important part, not 
only at Bretton Woods, but also in the Lend-Lease and Loan 
negotiations of the following eighteen months. Other members 
of the British team were Sir Wilfrid Eady from the Treasury, 
Mr. Ronald from the Foreign Office, Professor Robbins, Professor 
Robertson and Mr. Opie. 

They went straight on to Atlantic City, in order to have a 
bilateral discussion with the Americans concerning outstanding 
points to be settled before the larger meeting. There were also 
some Dominion representatives with whom separate discussions 
took place. 


Extract from Professor Rohhins" Jouinal^ 24th June 1^44 

In the late afternoon we had a joint session with the Americans, 
at which Keynes expounded our views on the Bank. This went 
very well indeed. Keynes was in Ins most lucid and peisuasive 
mood ; and the effect was iiresistible- At such moments, 1 often 
find myself thinking that Keynes must be one of the most remarkable 
men that have ever lived - the quick logic, the birdlike swoop of 
intuition, the vivid fane >, the wide vision, above all the incomparable 
sense of the fitness of words, all combine to make something several 
degrees beyond the limit of 01 dinary human achievement. Certainly, 
in our own age, only the Prime Minister is of compaiable stature. He, 
of course, surpasses him. But the greatness of the Prime Minister is 
something much easier to understand than the geniuvS of Keynes. 
For, in the last analysis, the special qualities of the Prime Minister 
are the traditional qualities ol our race raised to the scale of 
grandeur. Whereas the special qualities of Keynes arc something 
outside all that. He uses the classical style of our life and language, 
it is tiue, but it is shot through with something which is not tradi¬ 
tional, a unique unearthly quality of which one can only say that 
it is pure genius. The Americans sat entranced as the God-like 
visitor sang and the golden light played around. When it was all 
over there was very little discussion. . . . But, so far as the Bank is 
concerned, I am clear that we are off with a flying start. 
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Diimer with the Pasvolskys. Leo declared himself very gratified 
at the line Keynes had taken. 

In regard to the Fund, there were three main matters on which 
it was desirable to reach agreement before meeting the great 
concourse of nations — exchange flexibility, the “ repurchase ^ 
provisions ** and the transitional period. In regard to the first 
mentioned, the British had continued during the winter, against 
the force of all argument, to hanker after more liberty of action. 
It proved possible now to make some concession to them. It was 
agreed that, should a nation alter its par of exchange in conditions 
when leave from the Fund was required, and that leave was 
refused, the nation should not automatically forfeit membership 
of the Fund, but merely lose its drawing rights. There would 
then be a period for further discussion and, if all went well, 
ultimate reconciliation without any lapse from membership. The 
British were again assisted by reluctant American recognition that 
an easement of strict discipline might make the Fund more 
acceptable to Congress, 

The meetings, which lasted a week, were deemed to be highly 
successful, and Harry White’s masterly conduct of the Chair 
greatly enhanced his reputation. 

And now, on the night of 30th June, they mounted their 
train to proceed to Bretton Woods and face the vast assembly 
of forty-four nations, all with large delegations and staffs.^ It 
was a spot of extraordinary beauty, of woods and green meadows, 
surrounded by low mountains. 

Proceedings were opened by a dignified speech by Mr. Morgen- 
thau, who, as Secretary^ of the Treasury, was in the Chair. That 
evening Keynes gave a dinner-party. 


Extract from Ptofessor Robbins" Journal ist July 

This evemng, I participated in a particularly recherchi celebration. 
To-day is the 500111 anniversary of the Concordat between King’s 
College, Cambridge, and New College, Oxford, and to commemorate 
the occasion, Keynes gave a small banquet in his room consist¬ 
ing of himself representing King’s, me representing New College, 
Nigel Ronald representing Winchester, a sister foundation, Dennis 

* Fmal Act of Brett on Woods, Article 5, Section 7, 

^ Professor Robbins mfornis me dial the Chinese Government alone was represented 
by no iess than forty-seven persons. 

2 P ' 
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Robertson representing Eton, which was closely linked to King^s, 
and Dean Acheson, Oscar Cox and His Excellency, the Leader of the 
Chinese Delegation, representing Yale, with whom there exists a 
much more recent concordat. Keynes, who had been looking for¬ 
ward to the event for weeks as excitedly as a schoolboy, was at his 
most charming. He delivered an exquisite allocution explaining to 
his guests from Yale the nature of the celebration, and drawing the 
moral that the academic corporations coming down from the ancient 
past constituted, in all our countries, the centre and core of much 
that is most precious in the woild’s civilisation. It was an interesting 
example of the curiously complex nature of this extraordinary man. 
So radical in outlook in matters puiely intellectual, in matters of 
culture he is a true Burkean conservative. It w^as all very pianissimo, 
as befitting the occasion, but his emotion when he spoke of our debt 
to the past was truly moving. 

There was a tremendous Agenda. White was scrupulous in 
his insistence that all the amendments proposed by all the nations 
should be carefully considered. The United States delegation 
was broadly based. Members of Congress were there, including 
two Republicans, Senator C. W. Tobey and Mr. J. P. Wolcott, 
and Mr. E. E. Brown, President of the First National Bank of 
Chicago, to represent a banking point of view. Three main 
Commissi(jns were set up, one to deal with the Fund, one for the 
Bank, and one for residual questions. White took the Chair at 
the Fund Commission, and Keynes at the Bank Commission. 
These Commissions, however, met but rarely, and the main 
work was done in committees. Keynes and White did not 
partake in these committees, but each sat apart in his own room, 
available for reference on the controversial points that arose. 
Their labours were ceaseless. Meanwhile, Professor Robertson 
and Mr. Bernstein re-entered their close collaboration; it was 
they who distilled the multifarious committee decisions into the 
agreed text that finally emerged. “ Dennis Robertson Keynes 
wrote to his mother, “ is perhaps the most useful of all — absol¬ 
utely first-class brains do help ! ” ^ 


J. M. Keynes to Sir Richard Hopkins^ 22nd July 1^4.4. 

Everyone in our team has played together splendidly. If anyone 
is picked out, I think it would have to be Dennis, whose help has 

* I.ettcr written liom Montreal on Jt^ih July 1944 
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been absolutely indispensable* He alone had the intellectual subtlety 
and patience of mind and tenacity of character to^grasp and hold 
on to all details and fight them through Bernstein, so that I, fre¬ 
quently occupied otherwise, could feel completely happy about the 
situation. 

It has to be said that, on the whole, the other nations did not 
contribute ideas of novelty or importance. The International 
Monetary Fund and the International Bank were the product of 
English and American brains, with valuable assistance from the 
Canadians. The other nations were greatly interested, however, 
in the size of their quotas. The Russians, in particular, insisted 
on their right to a large one. The Chinese quota was somewhat 
inflated by American ideology, and the Indians complained 
bitterly that their own was derisory by comparison with it. The 
British exerted their influence on behalf of the Indians, whose 
quota was raised in consequence. Mr. F. M, Vinson, of whom we 
shall hear more, was present in his capacity of Director of the 
Office of Economic Stabilisation, and was Vice-Chairman of the 
United States Delegates. He was mobilised to deal with this 
question of quotas, which was indeed the thorniest of the Con¬ 
ference, and his handling of it, which was fore eful, but at the same 
time tactful, hedped to bring matters to a peaceful issue. 

Another vexed question was the location of the Agencies* 
The British disliked the idea of location in America, which would 
reinforce the arguments of critics that the Agencies would be 
entirely dominated by the Americans. However, facts had to be 
recognised. The United States was the most powerful party; 
large sums of money would have to be spent, and the British 
had repeatedly affirmed that they would have little money to 
spare after the war. Mr. Dean Acheson, with his charming easy 
manner, remarked on the side, “You felloWs will have to give 
way on this matter, you know, if the Fund is to get through 
Accordingly, Article XIII, Section i, provided that “ the principal 
office of the Fund shall be located in the territory of the member 
having the largest quota The British reserved their position 
on this. 

The first meeting of the Bank Commission was on 3rd July, 
when Keynes introduced the subject in a fluent and persuasive 
speech. Committees were set up, but their meetings were delayed, 
as the more complex and novel constitution of the Fund continued 
to receive greater attention. Then a spurt was made. The 
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Charter of the Bank was drawn up, not by the formal committees, 
but by Professor J, W* Angell and Mr. E. G. Collado, working 
on successive days into the small hours; they referred dij 05 cult 
points to Mr. Dean Acheson and sometimes to Mr. E. E. Brown, 
prior to assimilation by the British. The principal basis for their 
work was ‘‘ the boat draftwhich consisted mainly of a set of 
principles. Keynes was deeply immersed in Fund questions, but 
kept his eye on what they were doing. 

The size of the Bank was one of the points at issue. The 
American experts wanted to have a high ratio of loans to assets, 
but their bankers would not agree; Keynes, whose natural 
tendency would have been to favour a large size, could not give 
vein to this impulse owing to Britain’s prospective difficulty in 
finding money. The biggest question at issue was never fully 
discussed, namely, whether the Bank should be a sound con¬ 
servative institution on normal lines, or depart from orthodox 
caution in the direction of greater venturesomcness. Keynes had a 
dictum that the Bank would not have discharged its duty if it had 
not dissipated its assets within ten years ; this caused consternation 
among the United States Treasury officials. But on the whole 
he was content that the Bank should have a fairly orthodox 
structure. It was in the Fund that new ideas would be tried out. 

On the Bank, too, the Russians gave trouble. They had 
wanted a large quota in the Fund, $1200 million, but refused 
to offer more that $900 million for the Bank. In the case of other 
nations, their quotas, which they tended to regard rather as draw¬ 
ing rights than contributions, tended to be oi' the same order 
of magnitude as their subscriptions to the Bank. The Russian 
insistence on a large quota and small subscription was felt to be 
rather shameless; Keynes and Vinson both exerted to the full 
their very different types of oratorical appeal in urging the Russians 
to come into line. At the last meeting of the Commission the 
Russians were still obdurate. But at the final Plenary Meeting 
of all the Brettoii Woods Delegations, the Russians announced 
at the outset that they would raise their subscription to the Bank 
to the full $1200 million. Delegates jumped to their feet and 
cheered wildly. “ There is more joy in the kingdom of Heaven 
over one sinner . . Professor Robertson remarked. Yet, 
looking back, we may share in the emotion; under the influence 
of the meeting, the Russians had moved towards an international 
point of view. Might this portend a change of heart ? 
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After three weeks of tremendous labour, the proceedings drew 
to thdir close. 


J, M* Keynes to Sir John Anderson, 21st July 1^44 

The pressure of work here has been quite unbelievable. It is as 
though, in the course of three or four weeks, one had to accomplish 
the preliminary work of many interdepartmental and Cabinet 
committees, the job of the Parliamentary draftsmen, and the passage 
through several Houses of Parliament of two intricate legislative 
measures of major dimensions, all this carried on in committees 
and commissions, numbering anything up to 200 persons in rooms 
with bad acoustics, shouting through microphones, many of those 
present, often including the Chairman, with an imperfect knowledge 
of English, each wanting to get something on the recoid which would 
look well in the Press down at home, and one of the most important 
Delegations, namely the Russians, only understanding what was 
afoot with the utmost difficulty and expense of time. On the top 
of this the Press, which is here in full force, has had to be continually 
fed and guided. And each of the Delegations expects some measure 
of social and personal consideration. Well, I need hardly say more. 
We have all of us worked every minute of our waking hours practi¬ 
cally without intermission for what is now four weeks. I have come 
off best because under the iron rule of my medical attendant 1 have 
resolutely refused to go to any committees after dinner (except once 
only against orders which promptly led to a heart attack, so that I 
suffered from guilt not less than from bodily discomfort 1) ; whereas 
the others have been sitting in committees night after night up to 
3.30 A.M,, starting again in the committee at 9.30 a.m. next morning. 
How people have stood it at all is a miiacle. At one moment Harry 
White told me that at last even he was all in, not having been in bed 
for more than five hours a night for four consecutive weeks. The 
climate has, however, been on the whole excellent and there is 
something in the air here that allows one, most dangerously in the 
long run, to use up one^s reserves. So no one has actually bioken 
down. But all of us from the top to the bottom, not least the secre¬ 
taries and Gambling and his staff, are all in. You provided us with 
a magnificent team and everyone has played his or her part. Typing 
and mimeographing half through the night has been all in the order 
of the day. The official papers of the Conference, some of them of 
great length, number nearly 500; and in addition much written 
matter has passed between ourselves, not to mention telegrams to 
and from home. 
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Out personal relations with the Russians have been very cordial 
and we have seen quite a lot of them socially. We like them exceed¬ 
ingly and, I think, they like us. Given time, we should, I believe, 
gain their confidence and would then be able to help them a good 
deal. They want to thaw and collaborate. But the linguistic 
difficulties and very poor interpretation are a dreadful obstacle. 
Above all, they are put in a most awkward, and sometimes humiliat¬ 
ing, position by the lack both of suitable instructions and of suitable 
discretion from Moscow. 

Well, we have survived. In my opinion the final products are 
clear and even aesthetic in presentation. I hope >ou will like the 
substance and will feel that we have protected your position not too 
badly. I have never forgotten >our Parliamentary difhculties and 
in evc'ry little detail of phrasing have tried to take care of that 
aspect of the problem as much as was possible* without becoming 
unreasonable oi tiresome. 

The heart attack referred to occurred on 19th July, when 
Keynes, having dined with Mr. Morgenlhau and tarried rather 
long, ran upstairs to reach his Committee. The attack was not a 
serious one, but there v/ere press notices and anxieties in England. 

The proceedings on the final day ended with a speech by 
Keynes. Pie chose to treat his subject in a light vein. 

Mr. President, 

I feel it a signal honour that I am asked to move the acceptance 
of the Final Act at this mcmoiable Conference, 

We, the Delegates of this Conference, Mr. Piesident, have been 
trying to accomplish something veiy difficult to accomplisli. We 
have not been trying, each one to please himself, and to find the 
solution most acceptable in cmr own particular situation. That 
would have been easy. It has been our task to find a common 
measure, a common standard, a common rule applicable to each 
and not irksome to an>. Wc have been operating, moreover, in a 
field of great intellectual and technical difficulty We have had to 
perform at one and the same time the tasks appropriate to the 
economist, to the financier, to the politician, to the journalist, to 
the propagandist, to the lawyer, to the statesman - even, 1 think, 
to the prophet and to the soothsayer. Nor has the magic of the micro¬ 
phone been able, silently and swiftly perambulant at the hands 
of our attendant sprites, the faithful Scouts, Puck coming to the aid 
of Bottom, to undo all the mischief first wrought in the Tower of 
Babel. 

And I make lx>ld to say, Mr. President, that under your wise 
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and kindly guidance we have been successful. International 
conferences have not a good record. I am certain that no similar 
conference within memory has achieved such a bulk of lucid, solid 
construction. We owe this not least to the indomitable will and 
energy, always governed by good temper and humour, of Harry 
White, But this has been as far removed as can be imagined from 
a one-man or two-man or three-man conference. It has been team¬ 
work, teamwork such as I have seldom experienced. And for my 
own part, I should like to pay a particular tribute to our lawyers. 
All the more so because I have to confess that, generally speaking, 
I do not like lawyers. I have been known to complain that, to judge 
from results in this lawyer-ridden land, the Mayflower^ when she 
sailed from Plymouth, must have been entiiely filled with lawyers. 
When I first visited Mr. Morgenthau in Washington some three 
years ago accompanied only by my secretary, the boys in your 
Treasury curiously enquired of him — where is your lawyer? 
When it was explained that I had none,— “ Who then docs your 
thinking for you ? ” was the rejoinder. That is not my idea of a 
lawyer. I want him to tell me how to do what / think sensible, 
and, above all, to devise means by which it will be lawful for me 
to go on being sensible in unforeseen conditions some years hence. 
Too often lawyers busy themselves to make common sense illegal. 
Too often lawyers are men who turn poetry into prose and prose 
into jargon. Not so our lawyers here in Bretton Woods. On the 
contrary, they have turned our jargon into prose and our prose 
into poeti'y. And only loo often they have had to do our thinking for 
us. We owe a great debt of gratitude to Dean Acheson, Oscar Cox, 
Luxford, Brenner, Collado, Arnold, Chang, Bioches and our own 
Beckett of the British Delegation. 1 have only one complaint 
against them which I ventured to voice yesterday in Commission 
II. I wish they had not covered so large a part of our birth certi¬ 
ficate with such very detailed provisions for our burial service, 
hymns and lessons and all. 

Mr. President, we have reached this evening a decisive point. 
But it is only a beginning. We have to go from here as missionarie.s, 
inspired by zeal and faith. We have sold all this to ourselves. 
But the world at large still needs to be persuaded. 

I am greatly encouraged, I confess, by the critical, sceptical and 
even carping spirit in which our proceedings have been watched 
and welcomed in the outside world. How much better that our 
projects should begin in disillusion than that they should end in it! 
We perhaps are too near to our own work to see its outlines clearly. 
But I am hopeful that when the critics and the sceptics look more 
closely the plans will turn out to be so much better than they expected, 
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the very criticism and sccpUcisni which we have suffered will 
turn things in our favour. 

Finally, we have perhaps accomplished here in Bretton Woods 
something more significant than what is embodied in this Final 
Act. We have shown that a concourse of 44 nations are actually 
able to work together at a constructive task in amity and unbroken 
concord. Few believed it possible. If we can continue in a larger 
task as we have begun in this limited task, there is hope for the 
world. At any rate we shall now disperse to our several homes with 
new friendships sealed and new intimacies formed. We have been 
learning to work together. If we can so continue, this nightmare, 
in which most of us here present have spent too much of our lives, 
will be over. The brotherhood of man will have become more than 
a phrase. 

Mr. President, I move to accept the Final Act. 

Delegates paid tribute by rising and applauding again and 
again. ‘‘ In a way, this is one of the greatest triumphs of his life. 
Scrupulously obedient to his instructions, battling against fatigue 
and weakness, he has throughout dominated the Conference.” ^ 
As he moved towards the door to leave the meeting, the Delegates 
rose again and sang, “ For He’s a Jolly Good Fellow ”. 

He proceeded from Bretton Woods to Canada, for some 
discussions on the general financial position. In Ottawa he gave 
a dinner-party to celebrate the 250th anniversary of the Bank 
of England. 

And so homewards. What did he think of his achievement ? 
His original plan, with its broad scope, had been sadly whittled 
down. He could hardly have expected otherwise. Indeed, in 
the early days of the Treasiuy talks, two and a half years ago, 
those who sat round the table would have been amazed to learn 
that anything nearly so like the original scheme would be accepted 
by forty-four nations. There had been general enthusiasm. 
Above all, the sustained and active co-operation of the Americans 
was heartening. So long as that co-operation continued, the 
schemes ought not to fail. 

To have devised in the quiet of one’s study a new economic 
theory which determined the nature of the economic thinking of 
the younger generation in two great nations, to have gone further 
and devised practical proposals for international co-operation to 
implement that theory, to have gone still further and won accept- 

* Prolessor Robbins* Journal 
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ancc for those proposals by persuasion, first among officials and 
politicians at home and then in a wide international arena, was 
surely an accomplishment for which it would be difficult to 
find a paralleL The combination of the purely scientific aptitude 
for intellectual construction with a keen sense of realities and 
power of adapting theory to practice, and the combination of 
these again with persuasive and diplomatic faculties, were surely 
unique. We may be confident, however, that, as he journeyed 
home, he was not thinking mainly of his own accomplishment, 
but of the next thing that had to be done. He must turn his 
thoughts to Britain’s immediate financial prospects, which were 
exceedingly grim. 



CHAPTER XIV 


THE U.S. LOAN TO BRITAIN 

1 

K eynes had to return to the United States almost im¬ 
mediately for a much longer visit. He spent more than 
two months in Washington, and it was probably on this 
occasion that he cemented his friendships, and acquired that 
detailed knowledge of the American scene, which stood him in 
good stead when he had to plead for a large loan to Britain a 
year later. This was his fourth war-time visit. It was a very 
important one, although less has been heard of it than of the 
others. The official purpose was the formulation of a programme 
of Lend-Lease assistance during the time in which we should be 
fighting the Japanese, but not the Germans. In the jargon of 
the period this w^as known as Stage II ” (in the United States as 
Phase II The issues involved were exceedingly complex. 
In theory and according to public pronouncements both nations 
would continue to make an all-out war effort until the Japanese 
were defeated. In practice this would not be strictly the case; 
the limitation on shipping alone precluded the mobilisation in 
the Far East of man-power and materials on the scale used against 
Germany. None the less, a very great effort would have to be 
made. It was clearly an intricate problem to determine the 
scale on which it would be fair and useful for the United States 
to contribute Lend-Lease assistance in these circumstances. But 
the meeting was not only to discuss general principles. All the 
various items, aircraft, bombs, guns, ships, raw materials, food, had 
to be surveyed in detail. Every tree in the wood had to be scrutin¬ 
ised, yet the wood as a whole must not be lost sight of. Keynes had 
to turn his mind from the general principles and technicalities 
of international finance to a serried mass of statistical estimates 
of the needs and supplies of all the various materials and finished 
products required for the war effort and for civilians. He kept 
track of every detail in these negotiations, involving, as they did, 

586 
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m many specialised interests. Those who are sceptical of eco-- 
nomics and long-range plans may like to think of/this negotiation 
as one of his finest achievements. 

At the same time, through all these weeks of detailed work, 
he never lost sight of the sinister problem of Stage III —^ that 
happy period when we should be fighting neither Germans nor 
Japanese, and merely facing economic ruin. He took every 
opportunity to drive home our difficulties to the Americans. 
The position had changed vastly since his preliminary essay in 
the art of expounding this subject in 1941. Our external indebted¬ 
ness had reached gigantic dimensions. Throughout the war we 
had worked on the principle that finance should be no obstacle 
either to the use of our own resources or to the inducement of 
others, by means of promises to pay, to use theirs in the common 
effort. Our exports, whereby we normally pay our way, had 
been allowed to decline to about one-third of their previous level 
in order to release man-power and pioductive capacity at home 
for the war effort. We only exported those goods which could 
be shown to be helping others to make their contribution to the 
war. Our reserve position was better than it had been in 1941, 
owing to the large out-of-pocket expenditure by American troops 
in Britain. While this gave us a little cushion, small indeed in 
relation to the shock that would come to us when the war was 
over, it added to the difficulty of expounding our case. There 
was always the tendency to say, ‘‘ First use up your reserves, 
and then we shall see what we can do for you During this 
visit Keynes delivered a lecture to a large gathering of officials 
in the State Department on the sterling area, about which the 
Americans had many misconceptions. The lecture was deemed 
a success. 

I'he Stage II negotiations in Washington followed immediately 
upon a meeting between President Roosevelt, Mr, Churchill atid 
the Chiefs of Staffs at Quebec (‘"Octagon'’). Mr. Churchill 
had gallantly offered a full British effort. It was not for President 
Roosevelt, responsible for the lives of American citizens, to refuse 
that offer. But the Washington negotiations were immensely 
complicated by the fact that the United States Naval Authorities 
took a slightly different view. The American Navy had already 
achieved glorious things in the Pacific; it was going from strength 
to strength ; it felt that it had the matter well in hand; the fighting 
spirit was ambitious for a single-handed victory — all honour to it; 
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1^ Blacher was deemed mmecessary* This ardmir of heroism was 
r^fopced by a technical argument. If products of American 
factories were consigned to Britain to be absorbed in British 
formations, they would inevitably reach the Pacific somewhat 
later than if they went direct to the U.S. Navy. Thus it could be 
represented that the allocation to Britain of a proportionate 
share of factory output would actually retard their use against 
the enemy and thus tend to frustrate the common purpose of the 
two nations. Yet Britain had willingly committed herself to play 
a part, and she would have to endeavour to replace such supplies 
as were denied her by the United States from her own factories, 
thus adding to the economic burden, which had already almost 
crushed her. It was an exceedingly difficult problem. 

A matter had been discussed at Quebec which may be 
regarded as a red herring in relation to the immediate purpose 
of the Washington talks, but which yet in a subtle way may have 
affected them and certainly caused embarrassment to Keynes in 
his intimate relations with American leaders — Mr. Morgenthau’s 
plan for the de-industrialisation of Germany. Mr. Morgenthau 
was pleased with the progress which had been made at Quebec, 
and he showed some tendency in Washington to wish to interest 
Keynes in the furtherance of his scheme. Keynes, of course, 
had no brief for discussing such matters. 

At the outset of these negotiations a situation arose which a 
lesser man might have deemed embarrassing. By a directive of 
the President and the Prime Minister, the Chancellor of the 
Exchequer was to lead the British side of the Committee, and 
Keynes was named as his deputy for the purpose. Meanwhile, 
there had come from Quebec, mainly bent on scientific investiga¬ 
tions of more than top secrecy. Lord Cherwell, a man of great 
genius, a pioneer of the quantum theory in its earliest days, who 
was now Paymaster-General in Britain and Personal Assistant 
to Mr. Churchill. He gave advice on scientific aspects of the 
war effort and also on its economic aspects. He had advised the 
Prime Minister from the beginning on a balanced use of shipping 
and man-power resources, and his opinions often had a decisive 
influence on the conduct of events. He was thus well informed 
on the issues about to be discussed. Among his many gifts was 
an unrivalled courage of his convictions. Come the four comers 
of the world in arms, let all the experts in all the departments 
agree upon the answer to a question, if his own reason and judg- 
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mmt g^irt him a different answer, he abided in it utterly unmoved. 
As cool as a cucumber, and with gentle sarcasm, he would explain 
to the Prime Minister that all the departments were wrong. And 
they often were! It was clever of Mr. Churchill to have such a 
m^n always at hand.^ 

He was self-effacing in official matters, but at this juncture in 
Washington, coming hot from Quebec, he regarded himself and 
was regarded by the Americans as speaking for the Prime Minis¬ 
ter. He began to take up the threads of the negotiations. Keynes 
was bound to write to the Chancellor of the Exchequer. Was the 
Chancellor conducting these negotiations, as authorised, through 
himself, or was the Prime Minister doing it through Lord Gher- 
wcll ? It was characteristic of Keynes’ complete lack of egoism 
that, having made the Chancellor cognisant of the situation, he 
advised him not to take the matter up. His personal relations with 
Lord Gherwcll were good, and Lord Cher well’s relations with Mr. 
Morgenthau and Mr. Harry Hopkim seemed to be excellent. 
It would, therefore, be to the general advantage if he stayed, so 
as to get the first stage of the proceedings properly launched. 
Lord Cherwcli had to return to the Prime Minister in England 
shortly afterwards, and from then onwards Keynes was in charge 
of the proceedings. 

Mr. Brand was his deputy and Mr. Frank Lee, an able man of 
great energy and magnificent grasp of detail, was his assistant 
from the Treasury. Mr. Ben Smith, then Minister Resident in 
Washington, had been appointed as the other Minister on the 
Committee. The main burden of the preparation of programmes 
of requirements fell upon Sir Robert Sinclair, and, to Keynes’ 
delight, he brought as his assistant Keynes’ old friend and pupil, 
and present colleague in the editorship of the Economic Journal^ 
Mr. Austin Robinson, A notable part on tlie-supplies side was also 
played by Sir Henry Self, who had been for some time resident in 
Washington. 

The first task was the preparation of a book of the words 

* It was no doubt this sanw* courage of his convictions which led him to undertake 
the following experiment m the First World War. When auto-rotation was little 
understood, and when an aeroplane seen to be spinning was regarded as doomed. 
Lord Cherwell, then on scientific work at the Royal Aircraft Establishment (‘* Fac¬ 
tory ”), worked out theoretically the proper actions for the pilot to take, asked leave 
to learn flymg so as to test his theory, and within tlircc weeks pul a B.E,2 aeroplane 
into a spin at 14,000 feet and brought it safely out — repeating the action first right 
and then left. (My autlionty lor this is Mr. M. O’Gorman, who was O.C. Royal 
Aircratt Establishment at the time of the experiment.) 
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This was iritroduced by 9, magnificent account of Britain's ardours 
and endurances during five years of war. It was a faithful record, 
but the cumulative effect of the narrative was such as to astonish 
even the British, who had endured the privations described. It 
seemed hardly possible that we had suffered so much, yet it was all 
true. Was it the act of self-immolation on 3rd September 1939 
that had enabled us to go through it without self-pity? There 
was, however, a limit to this power. The document explained that 
it would hardly be possible to sustain morale throughout the 
Japanese war, to which the authorities at Quebec had in their 
wisdom given a duration of eighteen months after the defeat of 
Germany, without some easements. The main part of the paper 
consisted in an analysis of our resources and a statement of our 
requirements. 

There ensued protracted negotiations, in which the various 
Missions in Washington played their part on numerous specialist 
committees. The members in chief of the American Committee 
were Mr. Morgenthau, Mr. Stetlinius and the head of the Foreign 
Economic Administration, Mr. Leo Crowley. The last named 
was in charge of Lend-Lease arrangements. In these complicated 
discussions there w^ere three main issues of policy. One was the 
question of the proportion by wdiich the American sustenance 
of the British effort should be reduced. This was mainly the 
concern of the F.E.A.; Professor J. W. Angell had with fore¬ 
thought provided a formula which was agreeable to British ideas.^ 
The second question was the effect of the total programme on 
the British reserve position, which w^as mainly the concern of 
the U,S. Treasury.- Keynes had to revive all his arguments 
of 1941 and bring them up to date, to the effect that Britain 
would be a broken reed in co-operation during the war and 
afterwards ifdeprived of the necessary minimum reserve. Finally, 
there was the complication caused by the mode of thought of the 
U.S. Navy Department. In detail there were many dozens of 
controversial questions, which often had to come to the highest 
level for final decision. The shipping experts, for instance, 
carried on a dog-fight all through these months. One bright 
idea of Keynes’ own was that the Americans should include pre- 

^ There mav ha\e been a lit lie prearranjsremcnt. 

^ Keynes and White, with all their efforts, weie unable to reach agreement on 
the existing volume of British resources, there being a difierence, connec ted with 
Portuguese liabilities, of $300 milhon, which was iriecorrilablc and ran through all 
the discussions to the end ! 
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fabricated houses in their Lend-Lease supplies; this proposal to 
help the victims of a bombardment, from which they had not 
suffered themselves, appealed to their imagination. 

Keynes entered with all the force of his nature into every 
dispute. Mr. Lauchlin Currie recalls how he waited until the 
end of a dinner-party to communicate an adverse American 
decision. It was as though Keynes had received a physical blow. 
He put his hands to his chest, saying that he would break off the 
negotiations. He could not go on talking now and must be left 
alone for a few minutes to recover from the shock. Yet, despite 
reverses in detail, the British had the sense that they had received 
a fair deal. Those at home were satisfied that the work had been 
well done. One point that was particularly valued w^as the 
relaxation of the principles of the Export White Paper ”, so 
that Britain might begin to make efforts during the eighteen 
months ahead to reduce the vast gap in her balance of payments. 
Provision was also made for the requirements of Dominions, and 
Keynes received their expressions of gratitude for his good work 
when the Conference was over. 

On one point there was disappointment. It was hoped until 
the end that the decisions would be embodied in a protocol to be 
initialed and have the status of a treaty, so that the British should 
know what they could rely on, and not continue to have month 
by month anxieties. On the very last day this hope was dashed. 
Once again American initials seemed to be in short supply. 

During these negotiations there occ urred an event which gave 
joy to British hearts—the re-election of President Roosevelt. Lord 
Halifax had Maynard and Lydia to the Embassy to listen in to 
the results, and Mr. Isaiah Berlin was there to keep them amused 
with his ceaseless flow of scintillating conversation, Keynes, his 
mind not tired after a day’s immersion in official statistics, de¬ 
manded paper upon which to make calculations with the figures 
that came over the air. He had devised a patent method for 
determining the final result of the election long before anyone 
else could grasp the drift of the returns. 

2 

He had many threads to pick up on his return to England at 
the end of a >ear, so much of which had been spent in the United 
States. 
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This was the time at which he began the negotiations for the 
new Covent Garden scheme* The Royal Opera House at Covent 
Garden had been turned over to banal war-time uses, and 
there was some doubt whether its old function would ever be 
revived. A scheme was hatched out, with the co-operation of 
Messrs* Boosey & Hawkes and the Arts Council, for establishing 
a new trust. It was hoped not merely to revive Covent Garden 
as an opera house, but to have a new kind of direction, which 
would make it available for a wider range of production, including 
ballet, and enable it to give more scope to native talent. In these 
negotiations, which were successfully conducted, Keynes played a 
prominent part. He became Chairman of the new trust and 
presided at the first production, which took place in February 
1946. 

Honours at this time began to crowd upon him. In April he 
was made an Honorary LL.D. at Edinburgh ; in January of 1946 
he received an Honorary Doctorate from the Sorbonne, and, 
crowning glory, in the same month he was awarded an Honorary" 
D.Sc. by his own University. 

These recognitions gave a pleasant background to the daily 
toil; yet he could hardly relish them to the full, so pressing 
and fateful was the business in hand. The Stage II settlement 
had provided a brief respite, but the really formidable problem 
was that of Stage III. What would happen when Lend-Lease 
was terminated ? How approach the Americans for indispensable 
aid when we had ceased to be brother soldiers in arms ? The 
load of external indebtedness was growing to gigantic dimensions, 
and the gap in our current account was getting steadily worse. 
It would not do to wait until the war was over to reach settlement 
with the Americans. We should have to endeavour to get them 
to consider our problems at once. VE-Day came and went, 
lacking somehow that great surge of joy which had marked 
iith November 1918. The authorities at Qixebec had decreed 
a period of eighteen months for the hostilities with Japan after the 
war with Germany should be over. But they were not infallible. 
Might victory conceivably come sooner ? In any case, the nego¬ 
tiations with the Americans were bound to be very protracted, 
and it was necessary to begin preparations at once. In March 
Keynes wrote and circulated a masterly document. All became 
busy at assembling materials to support our case. April was 
darkened by the calamity of Roosevelt’s death. 
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TMs Mimm^jr the country had the dcHght of a General 
Election. Keynes contributed a modest sum to the fighting fund 
of the Liberal Party. It was at this time that he had the oppor* 
tunity of making another of his exquisite after-dinner speeches, 
recalling times past, on his retirement from Editorship of the 
Economic Journals I had decided to stand as Liberal candidate 
for Huddersfield, and he drove me in his car after the dinner to 
catch the night train from Euston. He expressed grave anxiety 
lest there should be returned a large number of the kind of Ck>n- 
servatives who were opposed to the principles of Article VIL 
What would you think of a Labour victory ? ” I asked him. 
He found no consolation in that prospect either, but he character¬ 
istically added, ‘‘ It might make all the difference if one or two 
* funnies ’ like you got in.’’ My little adventure seemed to give 
him genuine pleasure, and the warmth of his good wishes made a 
difference to the days of campaigning which followed. 

When the voting was over, but before the result was announced, 
Mr. Churchill proceeded to Potsdam. Later he was succeeded 
by Mr. Attlee. Americans were there, and it seemed expedient to 
broach to some of them on their return through London Britain’s 
problem in the post-war period. It was learnt that Mr. W. 
Clayton and Mr. E. G. Collado would be in London for a meeting 
of U.N.R.R.A. They completed their complicated business at 
Potsdam in the early hours of Friday 3rd August, and reached 
London later that morning. Keynes made contact with them 
without delay and took up the question of post-war assistance. 

Mr. Clayton made the point, which had long been recognised 
in Whitehall, that assistance could not be obtained save in con¬ 
junction with a further undertaking by Britain to pursue a neigh¬ 
bourly economic policy. Here was an explosive question. Keynes 
judged that there should be a conference of the most responsible 
officials. The U.N.R.R.A. meetings were to begin on Tuesday. 
Then the conference of officials must be on Monday, which was 
Bank Holiday. Keynes assembled twenty-one persons. There 
was much moaning and groaning. Sir Stafford Cripps was in the 
chair. Mr. Clayton explained that, as a prerequisite of assistance, 
there must be some area of' understanding about policy. 

There were three main heads. “ Sterling balances ” (viz. the 
vast accumulation of war-time debts by Britain to Allies and 
neutrals) must somehow be segregated, so that American assist- 

» Cf. pp. 193-94 above. 
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aiH^e could be used to meet the genuine current needs of Britain, 
and not to pay off old debts. There was every prospect that the 
United States would wipe out all claims under Lend-Lease, and 
it was not fair that she slxould now be asked to make retrospective 
payments, directly or indirectly, to other United Nations for their 
previous contributions to the good cause. 

Secondly, there must be an arrangement for making sterling 
convertible in due course. It was the American opinion that 
Sterling convertibility would be one of the principal foundation 
stones of world reconstruction. It was a wise opinion. 

Thirdly, there was the old question of commercial policy 
and “ non-discrimination The State Department would un¬ 
doubtedly remain adamant. It is fair to say that this was not 
merely a selfish interest, but a genuine conviction that health 
could not be restored if the nations tied themselves up in bi¬ 
lateral deals, and that bilateralism tended to make economics the 
servant of power politics. A major war objective in the American 
mind had alwuys been to eradicate the Schacht system; it 
would not do for Britain to rise like a phoenix out of its ashes 
and apply it on an even more far-reaching scale. 

Keynes struck the Americans as on the whole sound on the 
convertibility issue. It was quite clear to him that Britain, with 
her great dependence on invisible income, and her vulnerability 
on the side of international capital movements, would not flourish^ 
whatever controls she might introduce, unless steiling was a 
cun'cncy that gave satisfaction. It could not do that if it w^as not 
convertible. He always preached that the sterling area, which he 
greatly valued, could only be saved if sterling itself was sound. 
Without convertibility the sterling area wxmld lead us ever more 
deeply into the morass. While Keynes appreciated that the 
problem of our external indebtedness was one that needed most 
delicate handling, he was of the opinion that it must not be 
allowed to stand in the w^ay of convertibility, and that, in the last 
resort, it would be better to handle our creditors drastically, as, 
for instance, by freezing the balances, than forgo convertibility. 
It was not clear that all shared this opinion. In the American 
judgment the whole meeting seemed very wobbly on com¬ 
mercial policy. Keynes himself was still in doubt where Britain’s 
interest lay. 

On this same August Bank Holiday, while these experts were 
cudgelling their brains over the intricacies of finance, President 
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Tfutnaa was aanoundag in Washington that a bomb had been 
dropped on Hiroshima^ Keynes had not been wrong in thinking 
that there was need for haste; it was lucky that he had sought 
to galvanise the official world into activity in those earlier months. 
The immeasurable blessing of peace was now clearly within sight, 
and with it the prospect of financial ruin for Britain. All materials 
necessary for the negotiation had to be mobilised now with the 
utmost haste. VJ-Day was not long in coming. 

On Sunday 19th August Mr. E. G. Collado was having tea at 
a Cambridge teashop. He had come to Cambridge with some 
friends to do sightseeing. They were resting after an exhausting 
day. Their attention was attracted by news coming over the 
air. . . . What was this ? It was incredible. What could have 
happened ? The U.S. radio had carried the announcement that 
Lend-Lease had been completely stopped, and from now onwards 
Britain would have to pay for all supplies, including those in the 
pipe-line. Collado dashed for the next train to Liverpool Street 
and thence by tube to the American Embassy. On the platform of 
Bond Street station he ran into Harry Hawkins, who was looking 
extremely gloomy. Yes, he had seen the cable. The worst was 
true. Collado made for the Embassy; he was later joined by 
Mr. Cla>"ton, who had hastened up from the house of a friend, 
where he had been staying for the week-end. It was a sad occa¬ 
sion. Did Keynes know ? They discovered that he had been 
informed earlier in the day. They sufiered, these American 
friends of ours, perhaps more than the British, since it was their 
people who had done it. The British were inured to hard knocks. 

What had happened ? Mr. Truman, who was still somewhat 
new to his high office of President, held a Cabinet, and relied on 
the advice of Mr. Crowley concerning what should be done; 
Mr. Crowley was the relevant authority as Director of the Foreign 
Economic Administration; he correctly reported that the law 
required immediate cessation. It is usually supposed that, had 
Mr. Roosevelt still been President, or had Mr. Truman already 
enjoyed a longer period of office, he would not have regarded 
Mr. Crowley's reply as final and decisive on such a momentous 
subject, and would have found some way within the law of easing 
the transition — although doubtless this would have been exceed¬ 
ingly difficult. The State Department and the Treasury had both 
prepared long memoranda on what should be done in the circum¬ 
stances ; but events had moved too quickly and the documents 
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mmdtmd in their pigeon-holes, Mr. Vinson, also new to h& 
job, having but recently succeeded Mr. Morgenthau as Secretary 
of the Treasury, did his best to get some postponement. By a piece 
of bad luck this event occurred in the one week when Mr. Dean 
Acheson was not a member of the State Department. His 
previous post there had terminated, and he had not begun his 
duties in his new one. He was away in Canada. Mr. Clayton 
was in Europe. Thus those with the greatest knowledge of the 
broader issues weie dispersed and our cause went largely by 
default. 

On Monday moi ning, Mr, Clayton took up the transatlantic 
telephone and vented the vials of his wrath. It was good to see 
the whole six-foot-six of him reinforcing the vehemence of his 
rebukes. He was able to do some good. It was agreed that the 
question of payment for goods in the pipe-line should remain 
over for negotiation. Mr. Clayton and Mr. Collado had the 
appalling task of conveying their intelligence to the British 
Ministers. They were received by Mr. Bevin and Mr. Dalton, 
who looked very downcast; but no words of recrimination were 
uttered. 

Keynes had to move with speed now. I’here was no time to 
be lost. He would go straight over and seize victoiy from the jaws 
of defeat. His brief was wanted at once. Peace had evidently 
not brought slothlul ease for the officials concerned. Keynes’ 
spirits mounted. The British case was overwhelming. He had 
found the Americans reasonable and on the whole amenable 
on the previous visits. There was no reason to suppose that their 
friendliness had disappeared. He would surely succeed. 

His plan was to ask for /^i,500 million as a free gift, or, failing 
that, as an interest-free loan. Ihis was surely within reason. 
Mr. Brand came to London with reports on the American situation, 
and he and Keynes faced the British Miiiistcis at ii o’clock one 
evening. Mr. Brand gave warning that the task of obtaining 
assistance would be exceedingly difficult. But Keynes, with his 
winged words, persuaded them that he was capable of achieving 
the plan. They were impressed, although some doubted. Mr, 
Bevin, ever shrewd, is reported to have said : When I listen to 
Lord Keynes talking, I seem to hear those coins jingling in my 
pocket; but I am not so sure that they are rcallv there.” 

Keynes has been criticised for painting too rosy a picture. 
He suffered from it himself, since, when his full hopes were not 
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there was some disillusionment and misunderstanding 
at home. He had persuaded them so successfully that the thing 
OOuM be done that, when it was not done, they tended to think 
that it must be owing to his faulty negotiation. Thus there was 
reluctance to allow him to make the necessary concessions, and 
mutual vexation was the consequence. It is clear he should have 
stressed more carefully those three necessary conditions for assist¬ 
ance which had been staled at the August Bank Holiday meeting. 
Indeed, it was expedient, even at the cost of delay, to give those 
three conditions close interdepartmental sciutiny and establish a 
carefully worded British brief, on the basis of which the negotia¬ 
tions could proceed. Concessions going outside such a brief 
would no doubt have had to be made, but these could have been 
granted in good order, Whitehall having cognisance of each step. 
Keynes preferred to keep the matter more fluid. His brain seethed 
with all sorts of possibilities. He knew quite well that strings 
would in fact be attached to the assistance, including a British 
commitment on open commercial policy; indeed he wrote a 
memorandum warning the Treasury to have no illusions on this " 
matter. But he hoped to be able to divide the proceedings into 
two stages. In the first, British needs and difficulties would be 
explored, and it might be possible to reach some provisional idea 
as to how for the Americans would go to help. The second stage 
would consist of formal negotiations in regard to the “ strings 
Things did not so work out. It may be that Keynes had not at 
this point fully appreciated the time factor; the agreement would 
have to be passed by Parliament by the end of December, since 
American adherence to Bretton Woods was conditional on other 
nations also having adhered by that date. Meanwhile he felt 
that he would be impeded in feeling his way cleverly towards the 
best solution by any cul-and-dried instructions. He was rightly 
confident that he knew better than any living man all the con¬ 
siderations that were involved; he assumed too hastily that the 
British authorities would trust him implicitly and accept what he 
obtained as the best available. In fact he was a little over¬ 
confident, and this led to grievous ti'ouble. 

His buoyant optimism was soon dispelled when he set foot 
on the other side and made contact with his friends. The atmo¬ 
sphere had in fact changed. There was still much kindly concern 
for Britain. But the war was now over; the Americans had suf¬ 
fered heavy loss of life; there was anxiety for tlie future. The 
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dangers of inflation in the United States were vividly pment to 
their minds. There might be serious labour troubles. Huge task;® 
lay before them. There was the feeling that the various nations, 
whose freedom and integrity had been saved from a deadly threat, 
must now fend for themselves and settle down with discipline to 
the task of repairing their own homes Where there was acute dis¬ 
tress and danger of starvation the Americans would give bounti¬ 
fully. The U.N.R.R.A, programmes were being worked out. 
But to enter deeply into the financial problems of Allies, to sustain 
their balances of trade, to support welfare programmes, this seemed 
to be asking them to go rather far. They had their own problems. 
Britain had shown herself a mighty Power, with great economic 
reserves, during this long war. Surely she would not quail before 
the minor problem of rebuilding her homes and her trade, with 
no bombs or flying-bombs to distract her energies. The high 
American officials, after four years of educational campaigning 
by Keynes and other British representatives, knew better; but 
their power to assist depended upon the man in the street and 
upon Congress. To those the British case seemed, on the face of it, 
unconvincing. Thus it was felt by the U.S. Cabinet in September 
1945 that the project of giving Britain even moderate assistance 
would be a very difficult one to carry through. And so indeed 
it proved. During the fust half of 1946 the American leaders 
had to devote a tremendous amount of hard work to campaigning 
for the British Loan; it would be difficult to find in history a 
parallel case of men in the topmost walk of life undertaking such 
tireless exertions merely to help a neighbour. 

It is important to remember that the atmosphere was totally 
different from that which prevailed when General Marshall 
propounded his European Recovery Programme in 1947. In 
1945 there were already, it is true, some rumblings from Russia. 
But the American people did not regard Russia at that time as a 
potential threat to the Western democracies. Nor was the strength 
of the Communist element within the western Continental coun¬ 
tries appreciated. It cannot he gainsaid that the Marshall Plan, 
generous and statesmanlike as it was, could be justified in the first 
instance as necessary to the defence of the United States. The 
European bridgehead must be preserved. Keynes had not the 
advantage of the support which this fear of Russia later gave to 
American programmes of assistance. If he was to appeal to 
American interests, it would have to be on the ground of much 
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wid<5r consideratiom. They wished for world prosperity ia order 
that their trade might expand; they wished that the pcace 4 oving 
nations should be strong, as bulwarks against unknown threats in 
the future. Britain could only contribute to the fulfilment of these 
aims if she was saved from bankruptcy now. These were real 
considerations, yet bard to argue at a time when it was felt that 
the United States would need to devote all her resources to her 
own reconstruction, and that inflation was round the comer. 

The opening meeting of the negotiations took place in the 
State Department on nth September at 4 p.m, Mr. Byrnes, the 
Secretary of State, was still away, and Mr. Clayton took the chair. 
The Americans were also represented by Messrs. Vinson, Henry 
Wallace, Crowley, Marriner Eccles and McCabe. On the 
British side were Lord Halifax, Lord Keynes, Mr. Brand, Sir 
Henry Self and Mr. Hall-Patch, Besides these, there was a 
vast concourse of assistants and secretaries. This was merely a 
preliminary meeting. It was decided that serious business should 
be opened by Keynes’ statement of the British case on 13th Sep¬ 
tember, in the Federal Reserve Building. 

3 

Keynes was mounting the marble steps in front of the Federal 
Reserve Building, a structure of beauty and dignity, albeit on a 
modest scale, perhaps the most successful of the splendid piles 
that flank Constitution Avenue. Deeply cut in the marble over 
the doorway were the two simple words, Federal Reserve 
Twenty billion dollars of shining gold ! No one could deny that 
the Americans had earned this store of wealth by their hard work 
and enterprise. Well, he had come to ask/or six of those billions, 
a substantial proportion. Britain too had .been labouring and 
adventuring during the last years, but without remuneration. 

Americans were also mounting the steps. ‘‘ Ah, there is 
Keynes; we shall have an interesting morning.” One or two 
may have had slightly different thoughts. ‘‘ Oh, look, there is 
that tiresome man again; we shall have to listen to him telling 
us in his precious voice and superior manner what we ought to 
do; but the war is over, and he will have to moderate his tone, 
if he wants the money.” 

He was walking through the glistening corridors; the rarest 
marbles had been brought from the ends of the earth under the 
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^iipeinrisioii of Mr, Adolph Miller; every detaii pcrfpot 
And m into the great Board Room on the fir^t floor. The fittiiiijs 
Were luxurious but restrained. It was a worthy meeting-place 
for the Federal Reserve Board, which had to guide the monetary 
policy of this opulent nation, now the world’s leader, and to 
harmonise the administrative and political outlook with that of 
the pure banker. From ceiling to floor heavy Venetian blinds 
screened the three laige windows overlooHng Constitution 
Avenue, Round the walls were charts showing forth the current 
economic position of the country, in frames designed by the 
architect as part of the structure. Only a few years ago this 
chamber had been the scene of another historic occasion, when 
Mr. Churchill first met the American Chiefs of Staff after Pearl 
Harbour and had found an Olympian fortitude . . . the mask 
of an inflexible purpose 

And now he, Keynes, had to carry the heavy responsibility 
of speaking for Britain on this matter, which was also in its own 
way one of life and death. For the condition of Britain was 
indeed parlous, with her staggering load of foreign debt and her 
present inability to pay her way from day to day. Hei exports 
would have to be quadrupled — that could not be done overnight. 
Those stupid Members of Parliament, who thought that we did 
not need assistance I If his negotiation was not successful, rations 
would have to be drastically cut; the factories would stand idle 
for lack of materials ; there would certainly be inflation. Would 
there also be labour troubles and even civil strife? The service 
men who came home, and the civilians who had been so patient 
under bombardment, would demand something for themselves 
and their families with wrathful insistence. They could not be 
expected to understand the complicated economic system in 
which they were enmeshed. There might be violence of a kind 
unknown in the fair island for many generations. Its consequences 
could not be foreseen ; many precious features of our civilisation 
might be lost. Ihcre would have to be a long period of grinding 
poverty and mendicancy. One might think of the troubles of 
Germany in the early years after the First World War and the 
disruption in her social fabric which was their consequence. The 
British weic tougher than the Germans, but they had already 
had more to endure. Was this to be a turning point of history? 

Would the Britain of Shakespeare and Newton lapse into being a. 
setesndary ’^ower, a slum of squalid living and brutish ways? 
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liiougfet of the amiable life of the Sussex countryside mA the 
labourers whom he loved, be thought of the milliops of Londoners 
in their tubes and busa> whose perils he had shared, he thought 
of the universities, still in the vanguard of science and humanity, 
with their precious modes of life, philosophy, civilised discussion; 
he thought of talks with Lytton by the fireside, he thought of the 
cultivated gentlepcople all over England, living modestly, loving 
books and music, disseminating sweetness and light. Were all 
these to be ground down by harsh distress and social strife ? The 
next few weeks mattered much. 

The room was beginning to fill up. There was Lord Halifax, 
looking so handsome and splendid. He understood these secret 
things. He would be a pillar of strength. There were American 
faces, which had become so familiar in recent years — Eddy 
Bernstein, with his atmosphere of bustle, Pete Collado with his 
determined features, Harry Hawkins, Jim Angell, Frank Coe. 
These were men of ability and earnest purpose. They were of 
kindly disposition. The Americans were a kindly people, as kind 
as any. Perhaps things would not go too badly. He spoke to 
some of them without having the faintest idea what he said. 

Lord Halifax was to sit at the middle of the long table wth 
his back to the window; he would sit on Loid Halifax’s right. 
Someone was pulling out the heavy yellow leather chair for him to 
take his place. . . . He was there as a beggar, to beg for Britain, 
herself a beggar. For even if he failed to get a gift or an interest- 
free loan, the terms of assistance must contain a charitable 
element, if it was to serve its purpose. This was an unwonted 
rdle. He must be very careful and tactful, and deny himself 
wisecracks. It was a horrid situation. But there was one redeem¬ 
ing feature. It was an essential part of tiie British case that 
Britain was still potentially a great Power and that support to 
her would assist world stability and peace. There could thus 
be an element of pride in the request for help. How should this 
be conveyed ? Britain was indeed still a great Power. It was not 
so long ago since Mr. Churchill had spoken of her finest hour. 
But that must not be his own theme on this occasion, for in the 
interval thousands of brave Americans had died heroes’ deaths in 
all quarters of the globe. This was no time for boasting. He 
could show that per head of population the British had made a 
larger exertion than the Americans, but such comparisons were 
odious. 
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Uiere was one way and one way only in which he could 
retnind this audience, in these circumstances, of the greatness of 
Britain. If he could explain the whole extraordinary case in plain, 
unvarnished terms, without embroidery, if he could plead with 
dignity and composure, if he could assemble his materials with 
supreme skill, summoning up those powers of speech which he 
knew he possessed, if he could revive here and now what was best 
in the sober British mode of oratory, using all his memories and 
experience, he might make his audience feel that they were in 
the presence of a great tradition. He must somehow distil the 
greatness of Britain into the form of words which he chose. That 
was the only way. He must himself appear to be the embodiment 
of those ancient virtues, for whose continued sustenance he had 
come to plead. 

His chair seemed sufficiently comfortable. Lord Halifax was 
explaining that Lord Keynes had come from Britain fully armed 
with all relevant information, prepared to answer every question, 
instructed to conceal nothing either of good or ill in the situation. 

. , . He was there as a beggar, just that. Where was the security 
of Harvey Road now ? His parents were living through a peaceful 
old age there; that position at least could be secured. What 
would Henry Sidgwick or old Alfred Marshall have thought of 
this terrible impasse to which Britain had now come, despite 
her recent vie tory ^ Was the responsibility which he was carrying 
a greater burden than he could bear ? Was he feeling ill ? Lydia 
was somewhere near. She would minister to his needs. 

Keynes was speaking now. The rustle of papers die^ down. 
His discourse lasted for three days. It was the pure gold of perfect 
English prose, describing a situation of vast complexity with the 
lucidity and good arrangement that only a master mind could have 
acliieved. It was so easy and light and sparkling, that there was 
never a dull moment. Those most sympathetic and those least 
sympathetic agreed in thinking that this was the finest exposition 
to which they had ever listened or were ever likely to listen. 

The characteristic of the statement which the Americans who 
heard it most wished to stress was its integrity. They had the 
feeling that he was doing his utmost to present the facts exactly 
as they were. Numerous questions were put during the course 
of the three days. If a figure was challenged, he would state 
exactly how it was arrived at; if there was an clement of conjec¬ 
ture, he would admit it; perhaps the figure was too high, or again, 
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it migl^t be too low; it was their best estimate on the facts they 
had, Which were admittedly incomplete. There was no attempt 
to exaggerate. How different from the Keynes Of 46 Gordon 
Square, ridiculing the absurd behaviour of the Bank of England! 
It is comforting to think that one who had given so much enjoy¬ 
ment by his pleasant exaggerations in private life, could get the 
highest marks from a critical and discriminating audience for his 
absence of exaggeration. The metal was tested under the fire of 
this supreme ordeal and found good. The combination of way¬ 
wardness in private talk with supreme accuracy on the great 
occasion was not altogether an accident. For to be absolutely 
truthful in strange circumstances requires imagination. The 
dullard is the victim of his own prejudices, and while he supposes 
himself to be stating the sober truth, often deceives himself. It 
takes imagination to re-question one’s own beliefs and suppose 
that they may be wrong, imagination to see things as others see 
them. Keynes had the active mind, which was always ready to 
think again about a belief complacently held; thus he saw the 
true force of the American questions, and they saw that he was 
always ready to reassess his own proposition in the light of a valid 
objection. This was integrity in the highest sense, very rarely 
achieved by men. The Americans appreciated it, and it thus 
served Britain. A loan would have been forthc oming in any case ; 
it is arguable that no other Englishman could have secured one 
on such favourable terms. 

The Americans were also impressed by his willingness, for 
which he had authority, to place all the cards upon the table. 
The vast volume of British liabilities was fully set out; her assets 
were also tabled, including items which the Americans might 
never have discovered for themselves. 

Then there was the extreme clarity of the exposition. Every¬ 
thing was presented with a sharp, memorable outline, often with 
some jest or metaphor to keep the memory alive. Britain's 
problems, and the policies connected with them, were so vividly 
stated, that the Americans could feel them as their own problems, 
and slipped into the frame of mind of saying, What on earth 
shall we do about that ? ” Mr. Marriner Ecclcs testifies that the 
British case was so clearly engraved upon his mind, that when, 
some months later, he had to give evidence to the Committee 
of the Senate on the British Loan, he could enter into all sorts of 
details of the British case, without any reference to notes, just as 



[ 


^ lOHN MAYNAED KEYNfeS mi 

a he testifying about his own private affairs* 

After this great opening to the proceeciings^ the maeting 
dissolved itself into separate commissions, one on financial 
problems, one on commercial policy, one on Lend-Lease matters, 
and one on surplus property disposah There were also mectinp 
of a small group of four consisting of Lord Halifax, Keynes, 
Mr. Clayton and Mr. Vinson. The whole negotiation lasted 
three months. It had already become evident that the Americans 
were not willing to tarry any longer in the phase of discussing 
British needs without reference to the strings ” ; Keynes’ pro¬ 
gramme of two stages could not be carried out in the form he had 
intended; the negotiations which followed were much hindered 
by his not having caused precise instructions on these topics to be 
formulated before he left England. 

Keynes had to recognise in time, not without a hard fight 
and renewal of hope week after week, that a gift or an interest-free 
loan was out of the question. For a period the proposal for assist¬ 
ance which should be part gift and part loan was carefully 
considered. The authorities at home were not easily persuaded, 
till the bitter end, that the decision to accept the loan at interest 
was inevitable. Keynes’ initial optimism had planted dangerous 
illusions in their minds. In the final settlement the whole assist¬ 
ance took the form of a loan, but it could be argued that the terms 
were such as to amount in effect to about half being a gift. There 
was to be a period of six years without interest, which would 
then be charged at 2 per cent. There was a valuable waiver clause. 
No interest would be payable or carried forward in any-year in 
which British exports, visible and invisible, did not suffice to buy 
imports from abroad of the pre-war volume. Furthermore, in 
the early years of repayment interest would be larger than the 
redemption of capital, and the waiver correspondingly more 
valuable. If Britain really succeeded in achieving the exports 
postulated, the additional exports required to finance the interest 
payments would be comparatively trivial (less than 2 per cent 
of her total exports) ; if she did not succeed, the waiver would 
come into operation. Furthermore, the vast British potential 
obligations under Lend-Lease were to be remitted in entirety. 
When Keynes set out for Washington he had it definitely in 
mind that in certain circumstances it would be better to break 
off negotiations. The moment came when he considered very 
carefully whether this should be done, and he drafted a cable 
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seating out tfaie pt^os and com. His verdict was against breaking 
ofT Two poin^ were borne in upon him, which made him feel 
that there would not be a substantial reason for breaking. One 
was that the Americans entirely agreed with the British that it 
was excessively undesirable to create a commitment that the 
British were unlikely to he able to honour. The other was that 
the insistence by the American negotiators on interest was mainly 
for window-dressing purposes and that they would go to great 
lengths to make the burden of the interest negligible for a long 
lime to come. It would hardly be sensible to break with negotia¬ 
tors who were honestly in this frame of mind, on the ground that 
they insisted on charging interest! 

The so-called “ strings ” to the Loan consisted in nothing more 
than the reaffirmation and application of the policy to which 
Britain had pledged herself by the signature of Article VII of the 
Mutual Aid Agreement. All the Bretton Woods negotiations 
were based on the understanding that Britain would adhere to 
this policy, and the Americans had already conducted a nation¬ 
wide campaign, with a most lavish expenditure of time and energy, 
to convert the American people to the advantages of Anglo- 
American co-operation on these lines. The British negotiators, 
however, at this time were not in the main thinking deeply about 
fundamental principles; their minds were concentrated upon 
the question of what it was sensible to try to do here and now and 
in the immediate future. 

Meanwhile at home there appeared to be some confusion on 
these issues. The fact of the matter was that many members of 
the new administration knew little about the implications of 
Article VII and that even the survivors from Coalition days had 
been too much immersed in the war effort to follow the develop¬ 
ments of Anglo-American post-war planning in detail. The issues 
at stake were complex; the Americans had clear ideas about the 
evils of the discrimination, restrictionism and bilateralism that 
they wished to eradicate; the average British parliamentarian, 
conscious of the danger of too speedy a relaxation of war-time 
controls and somewhat hazy, no doubt, about the implications 
of ‘‘ socialism ” for foreign trading relations, had still much to 
learn about what was at stake. 

Keynes in his ow*n person was favourable to sterling converti¬ 
bility; in this he was in agreement with the Americans. But 
when they declared that sterling should be made convertible at 
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m eafly specified date, to use the words of an Amorican witness, 
Keynes liit the ceiling He poured forth his eloquence on 
the appalling difficulties that would beset Britain for a number of 
years, and on the dangers of premature convertibility. No twist 
or turn of argument was neglected. But the Americans were 
obdurate. They took the view, in my judgment quite correctly, 
that the establishment of sterling convertibility on a firm basis 
was the first indispensable step towards a satisfactory reconstruc¬ 
tion of the international economy. They were fearful lest there 
should be a transition period, in which existing bilateral arrange¬ 
ments and an unnatural pattern of trade should be crystallised. 
For them, therefore, early convertibility was a key point. Eventu¬ 
ally it was agreed to make sterling convertible within a year of the 
coming into effect of the Loan. After much struggle, however, 
Keynes secured a clause providing for agreed postponement of 
convertibility after consultation,^ Injustice to Keynes it must be 
observed that Britain never asked leave to postpone the date, in 
accordance with this provision, before making her unsuccessful 
experiment in convertibility in 1947. 

The most important question discussed in Washington on 
this occasion was that of the ‘‘ sterling balances These were 
the debts which Britain had incurred to foreigners in the course 
of waging the w'ar: they stood at >^3355 million on the 30th June 
1945* ^ account of the external cost of the war to 

Britain, the proceeds of the sales of oveiseas investments during 
the war should be added, viz. /i 118 million, and part of the sterling 
balances outstanding in 1939 {£4.y6 million) deducted.^ Thus 
Britain had paid, or promised to pay, to Allies and neutrals, no 
less a sum than £4. billion or more for having helped her to win 
the war. Even the large figure of £1^ billion, originally asked 
by Keynes of the Americans, was small by comparison with this. 
The Americans had made their contribution in assisting Britain 
by I^end-Lcase, the Canadians by successive gifts; but the other 
Allies pleaded poverty. Britain was expected, in addition to the 
mighty efforts and endurances which she had herself sustained, 
and in addition to sizable payments under Reverse Len 4 “Lease, 
to pay these vast sums to others for their having had the honour 
of making some contribution, direct or indirect, to the defeat of 
Hitler. 

^ Cmd 6708, Clause 7. 

^ Only part, and perhaps a small part; for a considerable proportion of these 
were withdrawn by their foreign holders for safety in the early months of the war. 
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In early draits of White’s Stabilisation Fund, there had 
been clauses relating to this problem, but Britain had taken the 
line that it was her own affair, which she must find means of 
settling for herself. Now that she was asking for special aid from 
the United States, it could be regarded as partly their affair also* 

It seemed unjust to the Americans that the British should have to 
pay out these huge sums, and it was certainly not their intention 
to give her the wherewithal to do so on a large scale. Consequently 
they argued, with some justice, that Britain must bind herself 
in the agreement to freeze these liabilities by a certain date, so as 
to make it quite certain that she would not be using American 
dollars to liquidate them. Once again Keynes hit the ceiling ”, 
and protested vehemently against any reference to matters 
which were primarily the concern of the Commonwealth and 
Empire. But the question was too serious to be left just like that. 
Keynes had a strong point when he argued that to embody in 
the Loan Agreement a clause for freezing these balances on a cer* 
tain date would be to tie Britain’s hands in subsequent negotiations 
with her creditors in a disastrous way. The liabilities had many ^ 
diverse origins, and the equitable considerations involved were 
various. It was for Britain to do her best to settle these different 
claims by negotiation in a variety of ways. 

At the same time Keynes recognised and agreed to the sub¬ 
stance of the American plea, which was that the money which 
they proposed to provide should not be frittered away, directly 
or indirectly, in meeting old debts. It was intended to help 
Britain to cope with her balance of trade problem in the transition 
period, during which she would re-deploy her factories for peace¬ 
time production, with such repairs and reconstruction as were 
urgently needed. Accordingly, a statement of Britain’s inten¬ 
tion was drafted in rather general terms and embodied in the 
Agreement. 

lo. Accumulated Steihng Balames 

(i) The Government of the United Kingdom intends to make 
agreements with the countries concerned, vaiymg according to the 
circumstances of each case, for an early settlement covering the 
sterling balances accumulated by sterling area and other countries 
prior to such settlement (together with any future receipts arising 
out of military expenditure by the Government of the United King¬ 
dom to the extent to which they are treated on the same basis by 
agreement with the countries concerned). The settlements with the 
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^terliag area countries will be on the basis of dividing these 
lated balances into three catcg«Mrics: 

{£) balances to be released at once and convertible into any cur* 
rency for current transactions; 

[b) balances to be similarly released by instalments over a period 
of years beginning in 1951; and 

(c) balances to be adjusted as a contribution to the settlement of 
war and post-war indebtedness and in recognition of the 
benefits which the countries concerned might be expected to 
gain from such a settlement. 

The Government of the United Kingdom will make every 
endeavour to secure the early completion of these arrangements. 

(ii) In consideration of the fact that an important purpose of the 
present line of credit is to promote the development of multilateral 
trade and facilitate its early resumption on a non-discriminatory 
basis, the Government of the United Kingdom agrees that any 
sterling balances released or otherwise available for current pay¬ 
ments will, not later than one year after the effective date of this 
agreement, unless in special cases a later date is agreed upon after 
consultation, be freely available for current tiansactions in any 
currency area withoixt discrimination. 


Thus some scaling down of the total liability was envisaged. 
In the course of the discussions Keynes gave figures, merely by 
way of example and without committing the British Government, 
for the amounts involved under the various subsections of this 
clause. These figures imprinted themselves on the memory of the 
Americans who were present. It is of interest to observe that he 
gave the figure of £200 million as the maximum amount of ready 
cash that Britain should provide in all towards paying off these 
balances prior to 1951. The all-important point was that Britain 
assured the Americans that she would have dealt with the matter 
in her own way and have it completely under control before the 
date on which sterling should become convertible, so that the 
success of the convertibility experiment could in no wise be 
jeopardised by the existence of uncovered liabilities. It was 
recognised by botli sides that a complete cleaning up of this 
situation was necessary, if the convertibility experiment was to 
be a success, and that after one year no balances should remain 
which were not absolutely beyond the power of the creditors to 
realise save as and when the British agreed. 

Mr. Liesching and Professor Robbins were the principal 
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IfeitaA m the Gommerdal Policy Commission. This 

matter had been fairly fully discussed in Wadiington in 19435 and 
Mr. Harry Hawkins had attended a scries of meetings in London 
early in 1945. The main lines were already clear, but a number 
of special problems had to be solved. Keynes listened to many 
of these discussions. He was deeply impressed by the reasonable¬ 
ness of the Americans and by the success which these successive 
negotiations achieved in finding means for mitigating the severities 
of an open trading system in all cases reasonably requiring special 
treatment. He had not given his mind very fully to these problems 
in the preceding years. As he now sat and listened, his thoughts 
underwent a change. After all, he had always been an inter¬ 
nationalist himself, and had only despaired of a revival of greater 
freedom of trade because he judged that other nations would 
be unco-operative. But now the Americans were being extra¬ 
ordinarily co-operative. Large new vistas opened up. We need 
no longer be content with a nationalist expcriinent in Keynesian 
economics, implying some measure of autarky, but could take the 
better path of an experiment in Keynesian economics on a world 
scale and not forgo the full benefits which flow from international 
trade. His mind reverted to Adam Smith and to the great truths 
which he preached. Of course they were truths; but for him 
they had been submerged in recent years by what seemed to be 
the moi'e urgent problem of mass unemployment and trade depres¬ 
sion. So long as the present-day followers of Adam Smith refused 
to recognise these new problems, he would not preach their gospel. 
Yet he would be far happier preaching that gospel; and these 
conversations during the Loan negotiations coimnced him that he 
could now do so without sacrificing any of his cherished principles 
relating to employment and trade depression. The Americans 
seemed to be as fully convinced as he that a nation should not 
be compelled by her open trading commitments to take action 
likely to lead to domestic slump. 

Marvellous to relate, it appeared that his battle had already 
been won over a greater part ol' the field than he had suspected. 
By various streams and rivulets his doctrines had percolated. If 
one could judge the world climate of opinion in Washington, it 
seemed that the old deflationist orthodoxy had been routed once 
and for all. One need no longer fear that one would be expected 
to deflate in order to implement undertakings of commercial 
policy. It was generally recognised that methods other than 
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ddS^tion would have to be sought when there was disequilibrium 
on foreign trade account. 

If such was the case, of course it was better to re-establish an 
open international trading system. He was at the utmost pains 
to convey his new view of the matter as soon as he returned to 
England. Now was the time when the programme stated at my 
dinner table in Oxford in 1930 could at long last be implemented : 
having proposed measures to restrict imports on that occasion, 
he had added : ‘‘ When this phase is past, we can reverse the 
process’’. But, alas, it was not now to prove so easy to do that. 
In his own mind he had formerly come to favour some degree of 
autarky as the sine qua non for domestic experiments in full employ¬ 
ment policy. But the autarkists and trade controllers were now in 
the saddle. Even among his close followers there were those who, 
so far from rejoicing at his judgment of what the change of 
American attitude now rendered possible and expedient, were 
disappointed and shocked, as well as sceptical. It was going 
to prove harder to de-indortrinate them than it had been to in¬ 
doctrinate them with the baleful creed of economic nationalism. 

Besides broad principles, there was a great mass of detail to be 
handled. There was the question of goods in the pipe-line and 
the disposal of surplus stores, military and civilian. The pipe-line 
was a large item; in the case of certain commodities, such as 
wheat, which was assigned to the British out of stocks, the pipe¬ 
line might not be more than five or six weeks; in other cases it 
might be more than a year, extending from the placing of the 
order at a factory to delivery in Britain, lire military stores 
belonged to a large number of categories. These computations 
were exceedingly complex. Mr. Frank Lee, with his wonderful 
tenacity and grasp of detail, laboured for many weeks with Mr. 
E. G. Collado and Professor Angell, and achieved solutions helpful 
to Britain. Keynes kept track of all the complicated discussions. 
On the whole, the British thought that they had a very fair 
deal. 

Finally, there was the burning question of the total amount 
of the loan. Keynes had originally asked for $6 billion as a gift; 
but later, when it appeared that a gift was out of the question, 
the British settled down to pressing for a somewhat lower figure. 
Estimates had to be made of the prospective balance of payments, 
relief from concessions on pipe-line items, the state of the reserve, 
etc. etc. In the end, Mr. Clayton did not feel that Congress 
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could be pcrsti^ed to grant more than $4 billion. Mr. "Vinson 
was rather more apprehensive of Congressional opposition. He 
thought that $3| billion was the largest sum for which a water¬ 
tight case could be made. These two figures were put to the 
President, who, adopting a time-honoured expedient, decided 
on the figure of $3| billion, which was embodied in the Agree¬ 
ment.* 

During all this time acute difficulties were experienced with 
the Government at home. They still hankered after a gift or an 
interest-free loan, and were troubled about many points of prin¬ 
ciple and detail, particularly in regard to the “ strings They 
were unable to shake off Keynes’ initial optimism ; they did not 
credit the reports of the basic American attitude; they were 
reluctant to face the rigours of convertibility and an open com¬ 
mercial policy. 

Certain difficulties may have been caused also by Keynes’ 
extreme flexibility of mind. He was always ready to consider 
new expedients hitherto unthought of, whether they were put up 
by llie Americans or devised by himself. He rightly felt that he 
had such a comprehensive and detailed knowledge of the situation 
that he could readily assess the bearing, for good or ill, of some 
wholly new proposal. To ordinary men what is novel is thereby 
suspicious. Even his colleagues in Washington, still more the 
Government at home, were taken aback when he suddenly ac¬ 
cepted a proposal, which had not previously been discussed, and 
then wanted to push on to the next item of business. His own 
versatility made him cocksure; new ideas streamed from him, 
and he was ready to decide one way or the other with a speed 
that baffled Americans and British alike. What was his vexation 
when, having devised a new gadget, about which he was abun¬ 
dantly clear that it would be greatly to our interest, long cables 
came back from London expressing doubt and refusing authority. 
He had the feeling that we were repeatedly letting slip advan¬ 
tageous opportunities because of the lack of understanding of 
those across the water. His idea was that any plan should be 
accepted that was reasonable in itself, whether or not it conformed 
to preconceived ideas. 

At the end of each day’s work, he took his papers back to the 
hotel. The next morning, lying in bed, he drafted the cables 
that should be sent home upon the points that had come up oa 


’ To this must be added $650 million on account of pipe-line goods. 
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lilt day. He arrived at his m,ormn$ meeting with hif 

British colleagues with these cables already typed. He had 
tscplained the points at issue and formulated proposals, Whtn 
the British studied these drafts together, he was always ready to 
accept amendments and showed no pride of authorship. The 
problem arose as to what kind of cables to send. If one sent a long 
cable, explaining all the points of detail, one exposed a large flank 
and knew that one would receive in reply another long cable, 
perhaps misunderstanding many of the points, so that the dis¬ 
cussion across the water would become ever more tangled. But 
if one sent shorter cables, that was unsatisfactory also; those at 
home sought fuller information. It appears that on the whole 
his cables were too brilliant, mingling lengthy arguments of 
remorseless logic with sparkling coruscations, and they tended 
to confuse those who received them. 

In the course of the proceedings Professor Robbins went home 
for a fortnight to Britain to give an oral account of what was going 
on. This visit was helpful. Professor Robbins stated the whole 
position with the utmost fullness and believed that what he had 
said was understood. Yet it was to prove difficult to convey a 
thorough comprehension to those in London. Identical words 
spoken there and in Washington seemed to mean different things. 
For a week or two relations were smoother, but soon the bothers 
recurred. 

There is no doubt that in this period Keynes approached the 
point of exhaustion. He had to use all his resources of ingenuity 
and dialectic to win assent for what he conceived to be his instruc¬ 
tions, even beyond his own real conviction. Then, when he 
reported home, he found much misunderstanding. He seemed 
to have lost the confidence of those in London. He was fighting 
a lone battle. There was overwhelming evidence that it would 
be exceedingly difficult to get any vote of money through Congress, 
It was absolutely vital to get this money. Yet the British at 
home persisted in drawing red herrings across the path, making 
proposals which had no chance whatever of success and failing 
to appreciate the implications of the great policy of co-operation to 
which, under Article VII, we were committed. Not only had he 
to get the loan, but he had to force those in London to take it on 
the only conditions possible, and there were long periods when it 
seemed that he would not succeed. Yet he knew that the British 
must have the money and had no alternative plan. There was also 
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It i&im fMt<>r; it wm needful to bring the fruits of these negoria- 
riOBs to Pariiameut sufficiently soon for the Agreement to be 
Imsscd and the Bretton Woods decisions ratified before the end 
of December*^ 

Hard pressed at last and faced with final decision, the British 
Government had resort to a new expedient. It occurred to them 
to think that they had better send someone to check over for 
them what had been happening in Washington. Accordingly 
they instructed Sir Edward Bridges to proceed to the U.S. Bridges 
had become Permanent Secretary to the Treasury ^ on the retire¬ 
ment of Sir Richard Hopkins earlier in the year. They could not 
have chosen a better man. Sir Edward Bridges, as Secretary to 
the War Cabinet, had stood very high on the list of those respon¬ 
sible for British victory. His work exceeded the normal powers of 
human endurance. He took no rest and had knowledge of every 
aspect of our great war organisation. At two o’clock in the morn¬ 
ing he was still ready to read a great file of papers, and, after half 
an hour of study, he could dictate a Minute upon them, which was 
as fresh and lucid as thotigh he were beginning the day’s work. 

Among the Americans this move created the greatest offence. 
They knew the consummate ability with which Keynes had stated 
the British case. They had come to have the highest regard for 
him and for Lord Halifax. If at moments they were nervous 
when Keynes let his imagination take wing, there was always 
Lord Halifax at his side, with his feet firmly planted on the earth, 
whose very lack of knowledge of financial detail gave his support 
the weight of common sense. The Americans could not conceive 
that the British could be better represented than they had been 
by Keynes and Lord Halifax, and they legarded the action of the 
British Government in sending another emissary as a slight upon 
them. Accoidingly, they got together and made a resolve that, 
whatever facts or figures or arguments Bridges produced, they 
would make no concessions to him. It was a touching tribute 
by the Americans to these two men who had won their admiration 
and affection. Bridges reported home that there was no chance 
of further concessions, and the British Government gave its assent 
to the terms which had been negotiated. 

Subsequent events have made it unnecessary to reply to the 

* Congress had made American participation in the mternationat mstttutiom 
conditional npon other members joining them by this date. 

’ This is the senior position in the British Civil Service, 
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cttticisnaL that we did not need any assistance from the United 
States at this time. That the Loan was inadequate may be 
granted, but this is not a criticism of those who negotiated it. 
American generosity was stretched to what at that point Was its 
limit. Doubters may read the protracted hearings of the Con¬ 
gressional committees on the subject.^ 

The verdict of history is likely to be that the best was done 
that could have been done with the knowledge then available 
and in the atmosphere then prevailing. Controversy may cx)n- 
tinue on the subordinate question of whether Keynes was too 
optimistic in judging on the data at his disposal that the Loan 
might well see us through. The view, however, that the Loan was 
clearly quite inadequate cannot be sustained. That some supple¬ 
mentation would in any case have been necessary may well be true, 
but exaggerated ideas have recently been common. It is interest¬ 
ing to observe that Britain’s total adverse balance of payments 
on current account in 1946, 1947 and 1948 together amounted 
to million, while the total of the American and Canadian 

Loans was ^^1250 million. In the last half of 1948 Britain had 
almost achieved an over-all balance on current account. The 
first impression given by these figures, of course, requires correc¬ 
tion. It was clearly understood by the Americans that part of 
the Loan might have to be used to finance the sterling area 
deficit, if any, additional to that of Britain herself. Furthermore, 
although the difference between the over-all deficit and the hard- 
currency deficit was discussed in the Washington talks, the full 
magnitude of the problem of ‘‘ unrequited ” British exports to 
soft-currency areas may not have been envisaged. It would have 
been rather difficult, however, to have asked the Americans to 
give more than was needed to finance the over-all deficit. 

In my own opinion the Loan would have gone much further 
in bringing Britain to solvency if certain giievous mistakes had 
not been made. These are for the judgment of the future economic 
historian, but it is desirable to refer to them in order to give 
material for a fair verdict on the achievement of our negotiators, 

I. In the years immediately following, the British Government 
countenanced and planned domestic capital outlay on a far greater 
scale than was consistent with the kind of effective export drive 

* Hearings before the Committee on Banking and Currency, U S Senate, on 
S J Res. 138, 5th-20th March 191.6 Ditto, U S. House of Representatives, on 
H. J. Res. 311 and S J. Res. 138, 14th May-7thjune 1946. 
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tkat was necessary if the Loaia was to see tts throughu It was 
impossible to free our industries to meet hard-currency orders 
when they were loaded with such heavy orders for capital recon¬ 
struction at home and in other parts of the sterling area. It is fair 
to add that in so far as the influence of American opinion was 
wafted across the Atlantic it was favourable to capital reconstruc¬ 
tion here* It should have been firmly and continuously stated in 
public, both in the United States and Britain, that the Loan was 
not on a scale adequate to finance large industrial reconstruction, 
but was designed rather to finance urgent requirements for the 
import of consumable goods during the period in which British 
industry was transformed, with minimum expense, from the 
production of warlike goods to those required in our export 
markets. 

2. Britain, in loyalty to her commitments to the other United 
Nations, continued to maintain large expenditures overseas. 
These should have been cut more quickly and more drastically. 

3. The most crucial question was that of the sterling 
balances Keynes may have tended in Washington to under¬ 
rate the difficulty of negotiating satisfactory settlements. In the 
immediately following period the British authorities should have 
strongly held it in mind that, if they were unable to reach perfectly 
watertight agreements with all our creditors before the dale of 
sterling convertibility, they would freeze all the balances so as to 
make it totally impossible for them to be drawn down when 
convertibility was established. If, owing to unavoidable delays, it 
appeared that the freezing operation could not be carried out in 
time, Britain should have asked the United States to agree to 
postpone the date of convertibility in accordance with the Agree¬ 
ment,^ with a view to this freezing being carried out as quickly 
as possible. The British authorities ma-j/ have acted with the 
best intentions for the common good and for the implementation 
of the Agreement, but their policy was, in my judgment, foolish 
and wrongful. I would add that in my own opinion it was unwise 
of the British authorities not to allow the delegates in Washington 
to include in the Loan Agreement a specific provision for the 
freezing of sterling balances on the day of convertibility. American 
instinct was surely right on this issue and the British wrong. 

4. As soon as the Loan was through Congress the British 
should have entered at once into the closest co-operation with 

* See p. 606 above. 
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likt Atnerica^s to secure the earjicst |K>ssibJe coming into clfect 
of the Bretton Woods arrangement and to combine with the 
Americans in putting pressure on other countries to make their 
currencies also convertible at the earliest possible date. The 
British policy of bilateral monetary agreements, even as liberalised 
by transferable accounts, does not appear to me to have been 
a helpful step towards inaugurating the full rt^gime of the Inter¬ 
national Monetary Fund. 

As one who has, during the last twenty-eight years, studied 
the thoughts of Keynes very closely, I record it as my opinion 
that he would have pushed very hard in all four directions had he 
lived. In regard to the second and third points, he made no 
secret of his opinions before he died. In regard to the first, he had 
certainly shown anxiety about over-lavish expenditure at home, 
while conscious of the need for manufacturing industry to have 
the best equipment. He did not have time to focus his mind upon 
all the problems consequent upon the Loan settlement. 

When the long-di awn-out tussle was over and a final compro¬ 
mise was agreed upon, Keynes, who had fought toughly and 
sometimes fiercely, thought il fitting to pay tributes to the Ameri¬ 
can team. He summoned up his powers of gracious compliment. 
The press noted his reference to Mr. Clayton and Mr. Vinson 
as ‘‘ great gentlemen He had a way of underlining the real 
virtues of his opponents with discrimination, so that they remem¬ 
bered his words as something more than conventional tributes. 
He also organised a dinner-party for the whole of the British 
staff employed in the negotiations, including secretaries and typists; 
he congratulated them upon their work, making them feel that 
they had played quite as important a pait as he in achieving a 
satisfactory result. 

4 

It appeared that he would arrive in England in time to 
intervene in the debate in the House of Lords and he busied 
himself on the boat preparing a speech. When he landed on 
17th December the Commons debate was already over. It had 
been pushed on quickly, partly because it was desirable to have 
access to the Loan as early as possible, and partly because, if 
Britain was to become an initial member of the International 
Monetary Fund and the International Bank, adhesion before 
ist January 1946 was necessary. If the Commons debate on 
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Woods hMd been disappointing, how much more so was 
th^t on the Loan Agreement. The undercurrent of anti-American 
feeling had become stronger, and the ignorance in regard to 
Britain’s predicament and the Bretton Woods plans was, if any¬ 
thing, more profound. The story was current that he was asked 
by a reporter if the rumour was true that he had made Britain 
the forty-ninth state of the United States of America. ‘‘ No such 
luck,” Keynes replied. 

He went to the Lords that afternoon to listen and discuss 
procedure. He was appalled by the misunderstandings that were 
rife. The speech which he bad prepared on the boat clearly 
Would not do; it presupposed some modicum of knowledge. He 
would have to begin again from the beginning and compose a 
new speech. But there was little time. As he drove to the House 
of Lords the next day he had to sort out on his knee the various 
notes which were hot from the efficient Mrs. Stephens’ typewriter. 
To his mother, who watched him, it seemed impossible that an 
ordered speech could emerge in a few minutes’ time from this 
maze ofjottings. 

In the event it was a graceful and persuasive speech, and was 
deemed a truly great performance. He handled an embarrassing 
situation beautifully; it was embarrassing because all knew that, 
although not a Minister of the Crown, he had been personally 
responsible for the terms of the Agreement. To magnify their 
virtues was to praise himself. He tried to convey to the House 
the difference of outlook and mood on the other side of the Atlantic. 
He showed very effectively in a few sentences how utterly inade¬ 
quate, and indeed ludicrous, was the alternative policy proposed. 
Of his own work he spoke in terms of faint praise, and not all 
their Lordships were generous enough to understand that he was 
not thereby damning his own handiwork, but displaying some 
degree of modesty. It was a very elegant performance and 
certainly showed no decay of powers; it was brief and only dealt 
in a cursory way with the main topics; nevertheless, it made a 
profound impression and moved opinion. The Americans who 
received copies were delighted to find him speaking in terms so 
different from those of Washington and using some of their argu¬ 
ments. Is it possible that, had our Constitution provided him with 
the opportunity to propound the case in all the strength of its detail 
for three days, as he had done in America, the British would have 
begun to understand something of the true nature of the situation 
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and liave acted more wisely in the years that followed ? 

It is satisfactory that this great man had an opportunity to 
make a lasting impression upon the minds of the Second Chamber* 
Testimony to the consummate brilliance of the speech has come 
from members of all parties. The biographer must be allowed 
a rueful comment. The speech was indeed an excellent one, 
compounded of penetrating analysis, tact and sagacity. But 
Keynes had been talking in this style about matters of grave 
importance to the well-being of the country for some twenty-seven 
years. Why had his words not been listened to with equal respect 
during all this long period ? He was not an unknown figure living 
in a garret. After 1919 he had world-wide fame. He wrote and 
talked and lectured to academic groups and public groups, tire¬ 
lessly and unremittingly. The country passed through many 
grave crises, and its affairs remained in an unsatisfactory condi¬ 
tion ; he had views, too, about the European situation and about 
the disastrous effects likely to flow from the world slump and 
about how to overcome that slump. Yet all this wisdom was 
spilled upon the ground, and the nation struggled along without 
his guidance until the second war. The speech in December 1945 
was excellent, but no more excellent than his titterances for twenty- 
seven long years. Were the mighty ones in the land merely 
indiflercnt to wisdom, or were they incapable of detecting it, 
except when it was adorned with a coronet ? 

He wrote to Lord Halifax giving him a gloomy account of the 
state of opinion in Parliament. Thcic had been much misappre¬ 
hension about the nature of the proposed Agreement. There 
were also in both the principal parties strong prejudices against 
the kind of settlement proposed. A section of the Socialists detected 
too definite a smell oi' lainez-faire. A section of the Conservatives 
were worried about Imperial Preference. As usual, he was able 
to find some consolation. 


J. M, Keynes to Lord Halifax^ ist January 7946* 


Nevertheless it soon became obvious that both the above sections 
were minoritjes m their own parties and cut no ice whatever with 
the genetal public. The general public was upset solely because 
they were being told by those who ought to know, that, after all 
their past and present sufferings, they were being given a raw deal 
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by their old comrades in U.S. As usual, there was uot the smallest 
Ueoessity for the party leaders to run away* 

My Strong belief is (though you may all be justihed, as usual, 
in saying I am too optimistic) that the line I took in my speech met 
with an immediate response from genuine public opinion — more 
than was immediately obvious — and a lot of people quickly 
became rather ashamed of the way they had been talking. This 
was certainly so in the House of Lords. There cannot have been 
for many years such a crowded and excited silting. Mingling in 
the division Lobby and as the House broke up, it seemed to me clear 
that practically everyone was voting Aye out of conviction, and not 
merely to avoid a constitutional crisis, and that, if there had been 
a free vote with no one abstaining, the majority would have been 
large, 

Cranborne, by the way, made a most masterly speech by way 
of getting out of a silly situation. A pure Cecilian utterance, which 
A.J.B. (whose shade one could feel hovering near) could not 
have done so well. . . , The combination of his diffidence with 
some inherent quality of dignity and authority, which few to-day 
can reach, produces a remarkable effect. Old Lord Salisbury, as 
beautiful and pure a picture as ever, was there to hear him. How^ 
ever, I am prejudiced. I have never in my life been able to resist 
a Cecil. 

One final conclusion. My impression is that the fait accompli is 
now being accepted, at any rate in official circles and in the Bank 
of England, as something which must be loyally and sincerely 
carried out. 1 think you can reassure the Americans on this, if the 
public reception of the programme here leads them to doubt it. 
Political trouble there will certainly he, for the Cabinet is a poor, 
weak thing. But I am hopeful that the technicians will now turn 
their technique in the agreed direction. 

For me, I think the time has come for me to slip out of the 
Treasury, if not suddenly, at least steadily. When 1 return to Lon¬ 
don from the country, I shall have to reach a clear notion what 
happens next. Being of a resigning temperament, I shall not last 
long in this galere in any case ; so I had better go when 1 go genial 
and friendly. 

The following memorandum written by Keynes in March on 
his return from his next visit to the United States is of some interest* 

There had been considerable canvassing against the Loan in 
certain British quarters, both with members of the ^ American 
delegation when they were in London and by British visitors to the 
United States. This was having quite a serious effect. It was, 





' im ^ JOHN MATNAHt) ItEYNSS 




largely overcame by the firmness with which Mn Winftoh 
damrchill at every opportunity, public and private, took the 
opposite line, He told all his friends that he was in favour of the 
Loan, that we needed it and that the argument against lending to 
a Socialist Government was a wrong and invalid argument, with 
which he would have nothing to do. I am sure that this had a 
great effect in many quartets. 


Keynes was deeply depressed at the state of opinion in Britain; 
it seemed to augur so ill for effectiveness in grappling with the 
situation. I had been watching his work and shared his distress. I 
ventured to take up my pen and write a little pamphlet,^ protesting 
with some vehemence against Britain’s apathy and potential 
backsliding in regard to Article VII. I told him of what I was 
doing, and he warned me that I should find the public “ invincibly 
ignorant”, but supposed it was none the less one’s duty to try 
to enlighten it. In an attempt to gain attention, I allowed myself 
to become somewhat cross and had qualms that my tone was 
too testy, I sent him a proof. 


J* M, Keynes to R. F, Harrod^ 28th January ig^6 

I like this very much indeed I'here is nothing in form 01 
substance which I want to criticise. It would, in my judgment, 
do us no harm m America if it were to be published at once. On 
the contrary, I think it would do good. 

His main comment reflects his newly found enthusiasm for the 
Commercial Policy side of the international plans. 

Any criticisms I have relate, not to what you have said, but to 
what you have not said. Chiefly, I think there is a certain want of 
balance in the attention you give to Bretton Woods compared with 
the International Trade Organisation. I imagine the reason for 
this is that you wrote most of it before you had the text of I.T.O. 
in from of you. But the result is that the proposals of LT.O., 
which you recognise as rounding off your argument, do not get 
enough attention in detail to make much impact on the reader. 
Thus the paper reads too much like a defence of Bretton Woods 
and not sufficiently as an advocacy of the rounded whole policy, 
which is what you are really after . 

Somewhat earlier he had proposed to me that he should write 
an article for the Economic Journal on the prospective balance of 

» A Page of British Folly, publ MacmiUan & Co 1946 



V 


7 f 

uim tfIB TO BRtTAtH 




ptfmMts 0{ idbe Umted States. We agreed tfiat he wmld have 
tB defer publicatfon until the British l^oan was through Congress. 
He took immense pains with the article, correcting^ and re-correct¬ 
ing many times, and checking his figures on his next visit to the 
United States. The final version reached me by post, two days 
after his death, in an envelope addressed in his own handwriting. 

This article has a special interest, quite apart from being his 
iast published work. He took the optimistic view that the 
creditor position of the United States was not likely to be as 
oppressive as most people feared. It has since seemed that his 
prognostication was, for once, at fault, but caution is necessary. 
One must remember his telescopic tendency in prediction, a 
counterpart to his own quickness of decision; so often what he 
prophesied did not come to pass so quickly as he foretold, but after 
a time-lag. He made an inadequate allowance for the slow de¬ 
velopment of events. He may yet be in the right about the U.S. 
balance. Only when ten years have passed will it be possible to 
give judgment on this article. He did not profess to be diagnosing 
the immediate future, but the likely long-run trend. 

Another point of interest was his reaffirmation of faith in the 
eternal verities. 


1 find iny^elf mo\ed, not for the first time, to remind contem¬ 
porary economists that the classical teaching embodied some per¬ 
manent truths of great significance, which we are liable to overlook 
because we associate them with other doctrines, which we cannot 
now accept without much qualification 

Referring to the American proposals he wrote 

It shows how much modernist stuff, gone wrong and turned 
sour and silly, is circulating in our system, also incongruously mixed, 
it seems, with age-old poisons, that we should have given so doubtful 
a welcome to this magnihcent objective approach which a few 
years ago we should have regarded as offering inci edible promise 
of a better scheme of things 


He was in Cambridge in February, and Professor Robertson,* 
who had taken over his old Monday Evening Club, invited him 
to come and address it. He was among old friends now and the 
choice spirits among the present generation of undergraduates, 
and there is no doubt that he spoke from the heart. 


* Now Fi ofrs'ior of Political Economy m Cambridge in succession to Professor Pigou* 
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}i,t made a forthright plea for the multilateral system* It 
was a lengthy acadcmk discourse. He was assuming that the 
Americans would adhere to their oifer of a sound international 
system and not retreat into isolationism He emphasised that the 
sterling area could only be saved by Bretton Woods. Organised 
discrimination by Britain was not only not a plausible programme, 
but it was also a wicked programme. Other countries also would 
have the power to discriminate. Britain could only gain advantage 
where she dominated the market, and that was in a small part of 
the field only. The programme meant economic war with a large 
part of the world just when Britain was at her weakest and unable 
to use financial inducements. 

To suggest that we had agreed to a restoration of nineteenth 
century laissez-faire implied a grossly ignorant misunderstanding. 
The documents were stuffed with provisions for elasticity, requiring 
international co-operation. Furthermore, there was value in the 
old classical doctrines; there are in fact deep currents and there 
is an invisible hand, although it operates more slowly than the 
classical economists thought. Strains of adjustment were only 
intolerable if not eased. The long-run mechanisms of the classical 
system must be allowed to work; but it would only be allowed to 
work in the long run if short-run aids were supplied. Economic 
liberalism was consonant with British traditions. A totalitarian 
unit would have to be large, and the British Empire was entirely 
unsuitable.^ 

He was making slow progress in this formidable task of 
re-educating Britain on trade policy; his work in promoting 
the arts was making more visible headway. February 20th was 
the opening night of Covent Garden under the new auspices. 
The Sleeping Beauty (Diaghilev's Sleeping Princess) had been chosen. 
Margot Fonteyn would dance the Princess, while Robert Help¬ 
mann was doubling the parts of Carabosse and the Prince. It 
was the Diaghilev conception with certain minor changes, Oliver 
Messel had designed some admirable decor and Keynes’ old 
friend, Constant Lambert, was to conduct. The King and 
Queen, Queen Mary, the Princesses Elizabeth and Margaret were 
coming; and a great concourse of people of fashion, of ballet 
lovers and of the artistic world would be there. How lovely it 
would be to see Covent Garden in all its beauty on this great 

* This brief account of Lord Keynes’ address b derived from very full notes 
taken at the meeting by Mr. H. G. Johnson of Jesqs College. 
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Were we beginamg to be able to turn our backs on the 
grim s<|ualors of war ? 

KeyueSj as Chairman, accompanied by Lydia, was to receive 
the royal guests. Unhappily he had a slight attack and had to 
retire to his box, leaving Lydia to hold the fort. He revived in 
time to enjoy the evening. 

The performance was beginning now. He heard Tchai¬ 
kovsky’s splendid trumpets which he knew so well, and the march 
proceeded. He was still feeling tired, and he closed his eyes. . . . 
He thought of Diaghilev’s production. There had been a princess, 
so light and quick, so charming and piquant, so gay and unex¬ 
pected. His whole being had been filled with joy and exhilaration. 
But somehow, as he watched her in his memory, the plot became 
confused. It seemed to be not the princess but Prince Florimund 
who was under a spell. On the face of the princess was an ex¬ 
pression of gravity and loving anxiety; she was a gay princess, 
but also an attendant spirit, a nurse, who applied ice-packs and 
administered medicines. By the spell she must be eternally 
vigilant; if her attention failed even for a second, the prince 
would die and his people would be plunged in ruin. 

He drew his attention back to what was proceeding. It was 
not that princess; it was Mai got Fonteyn; she was dancing 
divinely — but it could not be quite the same. He no longer 
had the feeling of joy and exhilaration. Yet he had a deeply satisfy¬ 
ing feeling, not present at that other performance, which gave 
him solid comfort. What was that ^ Oh yes, it came from the fact 
that it was through his own clever contriving and careful manage¬ 
ment that Margot Fonteyn was now dancing before the King and 
Queen of England. But was it really he himself that was the cause 
of all this ? Surely the true cause was that other performance 
twenty-five years ago; because that performance had taken 
place then, this one was taking place now. That other perform¬ 
ance had cast its spell upon him and determined his future course 
of action. It was a pleasant thing to be able to look back upon 
one’s life and find in it symmetry and purpose fulfilled. 



CHAPTER XV 


THE LAST PHASE 

1 

I WAS driving with him along the Thames Embankment on 
February 12th on a mission, which those of us who involved 
him in it may remember with regret. Tired from his exertions 
in America and heavily burdened with duties of the utmost import¬ 
ance, he was induced to devote all the energies of an afternoon 
to a dispute between the Royal Economic Society and the Royal 
Statistical Society. The latter body planned to establish a diploma 
and a certificate in statistics, which the former bod/ viewed with 
suspicion. Keynes was heart and soul with the economists. The 
issues involved were less momentous than those of the American 
Loan negotiations, but in their own way they were exceedingly 
complex. Should a learned society issue diplomas? Should 
any institution which provided no instruction presume to 
examine ? What would be the relation of such an award to those 
given by universities ? And how would it be related to the Ministry 
of Education ? At the rout of the dispute was the economists’ 
fear that this diploma would carry weight with governmental or 
business appointing bodies, which were more and more on the 
look-out lor experts in economic statistics, and that it would gain 
positions for persons who, while efficient in statistical calculations, 
were devoid of the background of economic understanding 
necessary for such advisers. Excellent and well-qualified econo¬ 
mists, on the other hand, quite sufficiently adept at figures, might 
be excluded from advantageous positions by lack of the diploma. 
The questions of principle were complex and the facts were com¬ 
plex. Keynes absorbed them all at a short session in the after¬ 
noon, and, having proceeded to the rooms of the Statistical Society, 
deployed the case in a speech of easy mastery. It was a fine 
performance. Were we really justified in taxing his energies at 
that time for this purpose ? 

During the drive from Royal Society to Royal Society, he 

624 
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r^wiarlced to me that he had ao embmras de rickesse in the coming 
weeks* He coiild either attend the first meeting of the nationalised 
Bank of England or go to Savannah for the first meeting of 
the International Monetary Fund and the International Bank* 
I expect that you will think the latter the more important/’ 
I remarked. ‘‘ I am not at all sure about that,” he replied ; “ im¬ 
portant matters of principle and procedure, which will guide 
all future action, may be formulated at the Bank of England meet¬ 
ing, while I think that the Savannah meeting will be just a pleasant 
party.” 

It may be that the word pleasant ” enlarged itself in his 
mind during the following days. He would enjoy seeing his 
American friends again. The beauties of Georgia, with its mag¬ 
nificent trees and Spanish moss, called to him ; the very word 
Savannah had an appeal. Perhaps he would prolong his stay 
and have a little holiday. 

All turned out quite differently. There was a clash of wills 
and bitter frustration, Mr. Vinson, still Secretary of the Treasury, 
was to take the chair. We must dwell for a moment upon him. 
It is to be emphasised that this distinguished American was a 
friend of Britain. Although his figure for the Loan had been 
the smaller one, he was anxious that we should be assisted; he 
was keenly alive to possible difficulties in Congress and thought it 
better to have a moderate figure that was beyond challenge than 
a larger one which might court defeat. In the great battle in 
Congress over the Loan, which took place in the spring of 1946, 
he worked sedulously for the British cause; both before the 
Committee of the Senate and that of the House of Representatives 
— in the latter case for four long days — he submitted himself 
to gruelling cross-examination on our behalf; Mr. Clayton, 
Mr. Eccles and others did likewise; the two stout volumes of 
evidence ^ are a moving account of the heavy labour undertaken 
by these eminent Americans for our country; they should have 
been given wide publicity in Britain. 

Vinson was the friend also of the International Monetary 
Fund and International Bank. Here again he had anxieties 
related to Congress. It was true that the Fund and Bank had 
now been passed into American law, but occasions might arise 
on which renewed Congressional support would be necessary. 
Moreover, proceedings in these institutions might in a subtle 

^ See p. 614 above. 
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lirwy affeet the prospects of the British Loam^ fat they wouW aJOl IjNe 
ftgWcd as part and pared of America’s new policy of economic 
internationalism, and undesirable developments in one BeM might 
damage goodwill in another. 

A lawyer by profession, he was not an expert on the money 
question. His Secretaryship of the Treasmy was likely to be a 
transitional phase in his career. To his mind it may have seemed 
that, these institutions having been set up, the task was now a 
relatively simple one, namely, to operate them in a businesslike 
way in accordance with the principles that had been agreed upon. 
Keynes saw the matter in an entirely different light. Formal 
agreement to the institutions was only a precarious beginning, and 
the main work had still to be done. That was to win the confidence 
of the nations for the institutions. If the Bretton Woods project 
was to come to life, nations, one and all, would have to make 
drastic alterations in their external economic policies. A most 
fundamental change of heart would be needed. Keynes knew well 
how gigantic the obstacles were. This winning of confidence 
would be a most subtle and difficult process, and much would 
depend on correct behaviour by the institutions in regard to what 
might superficially seem to be small points. It would by no means 
be sufficient for the Fund and the Bank to function in accordance 
with their Charters. That could happen and yet the institutions 
could be side-tracked and become of little importance. The 
nations might easily render them of no avail by formal compliance 
and practical neglect. What was needed, if internationalism was to 
replace the economic nationalism still rampant and growing and 
supported by what seemed dire necessity, was that the Fund and the 
Bank should come to occupy the centre of the picture and make 
the nations feel that it was important to co-operatc with them fully 
in all their detailed plans. Thus their future was a matter still 
of great anxiety in Keynes’ mind; he saw pitfalls and dangers 
on every side, which Vinson, with his smaller knowledge of such 
matters, could not be expected to appreciate in detail. 

Personal relations were important in the drama which followed. 
Keynes had become fond of Vinson. He always referred to him 
in amiable terms. When, after the Loan negotiations, he had 
called him a “ great gentleman ”, he had meant what he said. 
If he had some misgivings, that was due to Vinson’s lack of suffi¬ 
cient experience and not to any feeling of personal hostility or 
suspicion of his character. American admirers of Keynes, it is 
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mim watciwjd Vimout iti tht previous i^egotiatious^ had 
feeliag that Vimon did uot appreciate Keyocs' stature and 
with him too roughly* Not that any marked deference by 
Vinson would have been in place. In the context Keynes was a 
pj'ofessional negotiator, like any other, and it was not to be 
expected, and he did not expect, that he should be exempt from 
the rough and tumble which was proper to such proceedings. 
But there are fine shades. Without abating a jot of one’s rights 
in speaking as negotiator to negotiator, and as equal to equal, 
there may be some subtle difference in the mode of speech, if 
one believes oneself to be addressing a great figure of the age. 

Ah, did you once see Shelley plain, 

And did he stop and speak to you ? 

Vinson’s main interests had been in other fields and there 
was no reason why he should have had a prcjper appreciation of 
the great economist. But, however we may feel about his bearing 
to Keynes, it is certain that the latter was entirely unruffled by 
it. His kindly feelings to Vinson were undisturbed. It was not 
his wont to be offended by rough handling. Was he not an old 
College Wall who had revelled in the game ? He did not mind 
having his limbs prised apart. 

The same was not true of Vinson. He was the one American 
of those important in our negotiations who did not come to relish 
Keynes’ banter and sharp sayings. He took them much amiss. 
At Bretton Woods Keynes had rebuked him on the ground that 
politics came too much into the American point of view. He 
felt this to be unfair. Then there was Keynes’ concluding speech 
about lawyers in the United States; Vinson was a lawyer. 
During the Loan negotiations there were passages. At one of 
the meetings of the Big Four, Vinson, not yet fully realising 
the magnitude of Britain’s need, made a proposal which Keynes 
deemed to be altogether inadequate. ‘"Won’t you fu^st put that 
up to the Government of Guatemala ? ” he replied. Lord 
Halifax was there to come swiftly into the breach with consoling 
words of a more deferential kind. There was another brush, 
which did not end so happily. Keynes did not normally take 
an active part in the work of the Committee on Commercial Policy 
during the Loan negotiations, but he came to the meetings fairly 
regularly, largely as a learner. Speaking out of turn and without 
full knowledge of the previous discussions, he made what he felt 
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Ei3i appropriate comment on certain American proposals 
for dealing with international cartels. This plan seems prin¬ 
cipally designed to make a paradise for the lawyers/’ Vinson 
hurst out with harsh and angry vehemence. Keynes had no right 
to make remarks of that kind; they were insulting and intolerable. 
There was, in fact, a scene. 

Thus, there was a paradox in their mutual relations. The 
hard-bitten man of affairs with his long experience of the dust 
and heal of battle in the Law Courts, in Congress and in public 
service was extremely sensitive below the skin, while the fastidious 
intellectual, the don, the intimate of the most refined and culti¬ 
vated circle of our age, could take hard knocks and blows in 
practical affairs without any sense of injury. So it may not have 
occurred to him that his formidable opponent required gentler 
handling. It would have been so easy to accord him special 
treatment to fit the case. 

It is not yet time for the historian to presume to give a final 
verdict about the various strands of thought in the mind of Vinson 
when he was preparing for the Savannah meeting. Yet it is 
necessaiy to our purpose to make some assessment, and a surmise 
may be justified. Like Keynes, he probably anticipated a fairly 
straightforward affair; in place of the idea of a “ pleasant party ”, 
he may have had that of a businesslike and stream-lined conference. 
There were certain points at issue which it was essential from the 
American point of view, and above all in order to keep Congress 
in the right frame of mind, to settle in a c ertain way. The British 
Loan was not yet secure, and Congress would continue to need 
careful and tactful handling. Thus, his intentions were thoroughly 
upright and praiseworthy. 

It docs not derogate in the least from this if we add that 
there may have been a touch of personal pride. Tkis was to be 
his Conference. There is a tide in the affairs of men. His position 
in the Treasury^ w^as not likely to be a long-lasting one. Whatever 
he may have thought himself, there were others who, thinking 
for him, judged that he might rise to higher things. Might he 
become Chief Justice ? Might he even perhaps become President 
of the United States ? His supporters would wish him to show his 
mettle by having to his credit the most efficiently conducted 
International Congress on record. Keynes himself had words of 
praise when all was over. Some of them were no doubt the pro¬ 
duct of conventional necessity; but when he said of Vinson’s 
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kmdMng of tht pr^s, I have never taken part in a ccmfw 
where this, sonicrimc$ difficult, task has been so well pctformtd/* 
he was obviously making a genuine point. 

Thus, Vinson aimed at an efficient conference. He had it in 
mind that he would have on his hands this tiresome person, 
Keynes, who was always dangerous and liable to make trouble. 
He must be handled absolutely firmly. There must be no non¬ 
sense this lime. This personal preconception may have closed 
his ears, when the time came, to arguments which, if not thus 
pre-conditioned, he would have accepted as reasonable. Instruct 
tions based on these ideas were given to the American team. 

Before the proceedings opened, a fact became known which 
caused great disappointnient among the British, although with 
caieful forethought it might have been foreseen. Harry White 
had not achieved that perfectly good understanding with Mr. 
Vinson that he had had with Mr. Morgenthau. There was his 
difficult side, and his aggressive and obstreperous tendencies 
were not likely to endear him to a chief of Mr. Vinson's tempera¬ 
ment. This lack of complete harmony may have contributed 
to the bad atmosphere of the Conference. 

The cause of the disappointment was, however, different. It 
was learnt that Harry White would not be the Managing Director 
of the International Monetary Fund. Keynes had always tended 
to take it for granted that he would be, and had come to repose 
confidence in his outlook and his vigour; he felt that under 
White the Fund would be in safe hands. The reason for this 
decision was plain. It seemed necessary that the International 
Bank should have an American President. The total paid-up 
capital was small, and it was already clearly understood that it 
would have to supplement its resources by borrowing in the open 
market; in practice this meant borrowing in Wall Street. There¬ 
fore it was essential that Wall Street should have complete con¬ 
fidence in the management of the Bank. I'he Fund had its 
independent rcsotirces and would not depend directly on the 
goodwill of American investors. Therefore, if one or other of 
these institutions was to have an American head, it must clearly 
be the Bank. It would obviously be exorbitant for both heads td 
be American, Thus Harry White was ruled out by inexorable 
logic from the Managing Directorship of the Fund. 

Another point which Keynes had tended to take for granted 
was that the Fund and the Bank wotdd be located in New York. 
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, thk B 4 lWb at Bmtm Woods had reserved their position *k|ij 4 
th^e io<3ation of the Fund being in the United States at all* But 
tins reservation must be deemed to have been waived by the pa^r* 
age of the Bretton Woods Act through Parliament in December* 

. . , In New York they would be in the daily contacts which can 
be provided by a great centre of international hnance > they would 
be sufficiently removed from the politics of Congress and the 
nationalistic whispering gallery of the Embassies and Legations of 
Washington; and they would probably be sufficiently near to the 
scat of UNO to be able to co-operate closely on the economic and 
statistical side of their work with the Economic and Social Council. 

Passing through New York on our way to the Conference we 
discussed these ideas at the Federal Reserve Bank of New York^ 
and found them in complete sympathy. No rumour had reached 
them of any site other than New York. No rumour reached us until 
a day or two before we left Washington for Savannah, when Mr, 
Vinson told me that the American Delegation had decided that both 
institutions should be placed in Washington and that this was a 
final decision the merits of which they were not prepared to discuss. 
The U.S. Administration, he said, was entitled to decide for them¬ 
selves what location within the U.S. was to be preferred. 

At Savannah we soon found that a majority of the other Delega¬ 
tions (China, Poland and perhaps some South Americ.ans were on 
the other side) shared our vicw^ that this was an unfortunate, indeed 
a very bad, decision. It also appeared that it was primarily a 
personal decision of Mi. Vmson supported only by the Federal 
Reserve Board (w^hich would find itself strengthened against the 
New York Federal Reserve Bank by the Washington location), 
and not supported on its merits by the rest of the American Delega¬ 
tion. Unfortunately Mr. Vinson, before warning us or seeking our 
views, had thought fit to take his pioposition direct to the President 
and to obtain his authority to make this an absolute instruction to 
the American Delegation from which they were not to be free to 
depart in any cii cumstanccs. This made it impossible for Mr. 
Clayton, for example, to listen to our arguments, however much he 
recognised their force. ^ 

Mr. Vinson opened the proceedings in a dignified speech, 
which touched on man’s progress in monetary matters, culminat¬ 
ing in the present development. Keynes thought something in a 
lighter vein would be appropriate to the occasion. His mind 
reverted to Covent Garden, where he had been only a week ago. 

’ Memorandum by lx>rd Keynes on Savannah, aytb March 1946. 



diristeaii^ with good fairies and glis f Hiat wtiM 

do* But die grim figure of Roimt Hdpmmn eame iuristetidy 
bdbre Ms mind. Yes» fie ought to say something about Cara- 
bosie also; without her the speech would be too sentimeutal; 
besides he could use her for pointiug a very necessary moral. 

Mr. Secretary Vinson, Governors, Alternates, Advisers — and 
Observers,— 

Like several others here present, I have been intimately con¬ 
cerned with what will, I think, always be known as the Bretton 
Woods plan. The gestation has been long; the lusty twins are 
seriously overdue ; they will have put on, I hope, as a result, a weight 
and strength which will do credit to their mixed and collective 
parentage. At any rate it is a privilege I would not have readily 
forgone to be present at the hour of birth, in some capacity whether 
as Governor or governess, along with the midwives, nurses, doctors 
and parsons ready to christen (and I shall always hold to the view 
that the christening has been badly done and that the names of the 
twins should have been reversed). 

Hidden l>ehind veils or beards of Spanish moss, I do not doubt 
that the usual fairies will be putting in an appearance at the christen¬ 
ing, carrying appropriate gifts. What gifts and blessings are likely 
to be most serviceable to the twins, whom (rightly or wrongly) we 
have decided to call Master Fund and Miss Bank ? 

The first fairy should bring, I suggest, a Joseph’s coat, a many 
coloured raiment to be worn by these children as a perpetual reminder 
that they belong to tlie whole world and that their sole ailegiimee 
is to the general good, without fear or favour to any particular 
interest. Pious words exceedingly difficult to fulfil. There is 
scarcely any enduring successful experience yet of an international 
body which has fulfilled the hopes of its progenitors. Either an 
institution has become diverted to be the instrument of a limited 
group, or it has been a puppet of sawdust through wliich the breath 
of life does not blow. Every incident and adjunct of our new-born 
institutions must be best calculated to emphasise and maintain 
their truly international character and purpose. 

The secorid fairy, being up-to-date, will bring perhaps a box of 
mixed vitamiits, A, B, C, D, and all the rest of the alphabet. The 
children may faithfully wear their many-coloured raiment, yet 
themselves show pale, delicate faces. Energy and a fearless spirit, 
which does not shelve and avoid difficult issues, but welcomes them 
and is determined to solve tliem, is what we must demand from our 
nurslings. 

The third fairy, perhaps much older and not nearly so up-to-date, 
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timy, the Pope with his cardinals, dose the lips d* o«r children 
with her hand and then open them again, invoking a spirit of wisdom, 
patience and grave discretion, so that, as they grow up, they will 
be the respected and safe recipients of confidences, of troubles and 
of perplexities, a reliable and prudent support to those who need 
them in all times of difficulty. If these institutions arc to win the 
full confidence of the suspicious world, it must not only be, but 
appear, that their approach to every problem is absolutely objective 
and oecumenical, without prejudice or favour. 

I am asking and hoping, you will see, a great deal. 

I hope that Mr. Kelchner has not made any mistake and that 
there is no malicious fairy, no Carabosse, whom he has overlooked 
and forgotten to ask to the party. For if so the curses wliich that 
bad fairy will pronounce will, I feel sure, run as follows :— You 
two brats shall grow up politicians; your every thought and act 
shall have an arnke-pensie ; everything you determine shall not be 
for its own sake or on its own merits but because of something else.” 

If this should happen, then the best that could befall — and that 
is how it might turn out — would be for the children to fall into an 
eternal slumber, never to waken or be heard of again in the courts 
and markets of mankind. 

Well, ladies and gentlemen, fairies or no fiiiries, this looks like 
being a very pleasant party and a happy christening, and let tlie 
omens be good. 

Vinson assumed that Carabosse had been intended fi>r himself 
and was extremely angry. Once again he took Keynes to task. 

Keynes fought a hard rearguard action upon the question of 
the location, drawing heavily on his reserves of strength. While 
all will be inclined to attach importance to his intuition in such 
a matter, there may have been good points upon the other side. 
Did Keynes, with his close contacts and friends in New York, 
sufficiently appreciate the intense distrust which the main mass 
of Americans, throughout their vast country, entertains for that 
city ? They would deem that, if these institutions were established 
there, they would be under the thumb of wicked bankers and 
international capitalists. The opinion of the Federal Reserve 
Bank of New York was of little value in this context. Even some 
of the British had doubts. At a certain point, Monsieur Gutt, 
seeing that Keynes was wearing himself out, advised him to desist. 

The next question was of graver moment, and the verdict of 
history will surely be on the side of Keynes. The conduct of the 
institutions was to be in the hands of Boards of Executive Direc- 
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tors. The American plan was to haw twelve Directors for each 
institution, all with Alternates, also on whole-time duty and high 
pay. This was at complete variance with Keynes’ view. It was 
not simply that this involved gross over-staffing; it would paralyse 
the efficient working of the institutions. His conception was that, 
while there should be an efficient technical staff conducting 
research and responsible for day-lo-day routine activities, policy 
decisions should be taken by a Board consisting of part-time 
Directors. The essence of his view was that the institutions 
should in effect be run by high officials in the Treasuries of the 
participating countries. Only so could the objectives and de¬ 
cisions of the Fund and Bank be integrated with those of the Trea¬ 
suries of the principal nations. The main work of these Directors 
would lie at home; the British one might be the head of the 
Finance Division of the IVeasury. They would bring to the coun¬ 
sels of the international institutions intimate knowledge of the 
current problems confronting their own governments and of the 
real, and sometimes secret, motives and objectives of their current 
policies. Only so could the decisions of the Fund be based upon, 
realities. And when they went home, having bathed themselves 
anew in the spirit of internationalism, they would be impelled 
to do their best in all the details of the daily work there to deflect 
the policies of their own countries, wherever possible, towards the 
direction desired by the Fund. It would not be at all easy to 
wean Treasuries away from a nationalist outlook; it was always 
their duty to think primarily of their own people; yet in the long 
run national interest must be deemed to lie with the international 
/ interest. But it was difficult to have that always in the forefront 
of one’s view. These visits would keep the international objectives 
alive in the minds of these officials. They would be drawing part 
of their salaries from the international bodies, and, as a matter 
of ordinary conscience, would not lend themselves to policies 
designed to frustrate the intentions of those bodies. 

Thus both interests, the inteniationalist and the nationalist 
interests, would be served by the close intermingling of purpose 
and policy, which would result from the same people being 
responsible for national policy and for the policy of the Fund and 
the Bank. On the other hand, if full-time Directors were ap¬ 
pointed, they would tend to operate in glorious isolation. They 
^ would, no doubt, have plenty of time to study tlie defalcations of 
the various nations, to chivvy them and to upbraid them. But 
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th0f WjKild not know wbat each nation was really w^re die 

Aee pindied, what was the secret motive; they would sooti ht 
operating in mm<i md pass into the limbo oi other intemationai 
institutions. Meanwhile, the national governments would harden 
their hearts and follow courses of immediate expediency, while 
the enthusiasms of Bretton Woods passed into scarcely remembered 
history. 

There is some analogy between this problem and the time- 
honoured question of whether the Cabinet should consist mainly 
of the heads of great departments or of Ministers without depart*- 
mental duties. During the war there were always hot-heads to 
be found who argued that the War Cabinet should consist of 
half a dozen men with nothing else to do than to brood upon the 
general problems of the war. The wiser took a different view. 
Such a Cabinet would soon lose touch with what was really 
happening. While it might be useful to have one or two Ministers 
without portfolio, it was essential that the majority should be 
able to contribute the knowledge gained over a wide front by 
the manifold activities of their own departments, and to speak 
with the authority of men who were playing their assigned rdles 
in winning the war. 

Can anyone doubt that Keynes was in the right ? And can 
it be doubted that the institutions have suffered in their early 
years from the adoption of the opposite policy ? 

The Americans, on their side, pleaded that if these institutions 
were to play significant roles, they would be very busy and require 
the constant attention of full-time Directors. Keynes found it 
hard to see wherein all this busy-ness would lie; on the contrary, 
he judged that these Directors would draw^ large salaries for very 
light tasks. The Americans seemed to envisage that they would 
have to give great attention every time a nation used its drawing 
rights. But this implied slipping back to the old ideas of the school¬ 
mistress. When international order was restored, important 
matters requiring Fund decision, such as a change in the par 
of a currency, would only come up occasionally. They could 
be foreseen in advance. The technical staff would devote its 
time to amassing all relevant information, making forecasts and 
warning the Directors of likely difficulties. Of course, if the 
American view of continuous high-level supervision were adopted? 
then, no doubt, the Directors could be kept busy — vainly and 
foolishly busy. Had it not been on the explicit undertaking by 
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linfe Ai&wl<»^ i<^ d»p tiiek initial idea of tiKJ sdiodimstii^ ^kwt 
llie hM agr^ to the mon-Ui4tas vamkim^ of tbc Fntid? 

Now tfcte Americans were slipping back into their old bad ways 
of thought It is not surprising that Keynes was maddened. 

Closely associated with this issue was the question of salaries* 
If the men were to be on full-time, they must be properly paid. 
The Americans pleaded that it was necessary to secure persons 
of the highest calibre and that they could only be attracted by 
high salaries. There could only be one salary scale, and if this 
scale seemed fabulous to some of the poorer nations, that was 
unfortunate. One must not jeopardise the institutions by cheese¬ 
paring economies. Keynes opposed these views with the utmost 
vigour* He claimed that these scales would bring discredit on 
the international bodies from the outset. Here were these 
persons voting themselves into cushy jobs at large salaries free 
of income tax. 

He fought hard and bitterly, but it was in vain. The American 
view was predetermined, and this fact was the bitterest of ail. 
It seemed clear to him that, if the voting by nations had been truly 
free, as befitted an international organisation, he would have 
obtained a majority for his principal points; but at that juncture 
almost all the nations were prospective applicants for benefit of 
some kind from the United States. Rebellion was out of the 
question. The Americans were railroading their decisions 
through the Conference. 

Thus, before his eyes, the warning of his critics seemed to 
be coming true. It was not only the close followers of Lord 
Beaverbrook, but a large number of level-headed Englishmen, 
perhaps a majority, who had continually besought him to beware. 
‘‘ What the Americans are trying to do,” they argued, is to 
make you sign away Imperial Preference, and indeed in large 
measure to sign away the British Empire itself, on the expectation 
of the prize of American co-operation. But, when all has been 
signed away, there will be no further question of co-operation* 
It will then be just doing what the Americans say* You will 
see. . . * ” Now he was seeing. 

He had always argued back vigorously against this contention. 
Through all these years of close negotiation, on Lend-Lease as well 
as on post-war plans, he had found the Americans magnificently 
co-operative. They were always ready to see the opposite point of 
view, and, if it was strongly held, to agree to a compromise. The 
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fmmgtr generation of Americans were fine forward4ooMng intn; 
isolationism was a thing of the past; he knew what he was talking 
about; he had had the experience. So he had argued. Now^ at 
Savannah, it seemed that all his fine protestations on behalf of 
American goodwill and co-operativeness were belied* They no 
longer discussed; they decided matters in advance* His castles 
were falling around him* 

He argued the points at issue to the full limit of his strength. 
Only on the question of salaries did he carry his opposition to a 
vote; the British voted alone. 

Could he have carried his opposition further? Could he have 
threatened violent measures — resignation, repudiation, public 
exposure of the American tactics ? After all, he wielded great 
power. Far and wide he was acknowledged as the father of these 
institutions. It was to him and not to Vinson, or to any American, 
that the world looked for the devising of a workable alternative 
to pure nationalism and autarky, and for the finding of a com¬ 
promise by which American co-operation could be ensured without 
American domination. He had his “ silent constituents in all 
countries On a single word from him, Britain, and most of the 
Dominions, would immediately lose all interest, and in many 
other nations those small flames of economic internationalism, 
which were still weakly and in need of coaxing, would be quenched 
at once. The Americans would be left with their immediate 
henchmen, to make the best of their so-called international plans. 

He had no such thoughts. No drastic action of this sort could 
for a moment be contemplated. The Bntish Loan was not yet through 
Congress^ 

It may be held that he over-estimated the probable ill effect 
of the decisions that were taken. He succeeded in gaining a 
small compromise on the management, whereby the Directors 
and their Alternates need not both be on full-time duty. It was 
conceivable that matters might be so arranged that he could get 
the substance of what he wanted. The question of “ railroading ” 
was a graver one, if it was symptomatic of what was to come. 
Nevertheless, while the present must needs bulk larger in one’s 
mind, the past remained true, and one should not let a single 
instance of the wrong spirit weigh down all the many instances 
of the right spirit, which he had previously experienced. When 
Keynes had returned to England, he began to take a more favour¬ 
able view of the matter. The wrong decision about management 
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eotiid be eirctxmvented, while a showdown on the railroading^^ 
issue could be reserved for a more propitious occasion. 

But there at Savannah ail seemed black. The place became 
hateful to him. Gone were all thoughts of prolonging his stay. 
On March i8th he caught the night train for Washington. 

His sleeper was in the front of the train, and next morning, 
being hungry, he set out for the breakfast car, which was at the 
extreme end. Such an expedition on a long train of sleeping- 
cars always had a wliiff of pleasant association — one thought of 
Italy or the Mediterranean and the days of one’s youth. This 
journey was to be uncomfortably long, past sleeping-cars and 
Pullman cars, from coach to coach over the moving platforms, 
time and again. The train swayed heavily. He felt very tired 
and exhausted. He was buffeted about. It was becoming a 
torment. Would he ever reach the end ? 

Step by step, he struggled on. It was indeed a torture. 
This was surely the punishment of the damned, walking for ever 
onwaids through moving passages m the entrails of the earth. 
Could he endure it ? . . . Ah, here at last was the breakfast car. 
He afterwards remarked that this walk along the tram was the 
greatest agony that he had ever endured in his life. 

He settled down to breakfast, and his strength revived. He 
was feeling much better now. He would have to do the return 
jouiney very gently. Back to his walk along the swaying coaches. 
Yes, it was a torment. He was buffeted to and fro. It was the 
punishment of the damned, walking through moving passages 
in the entrails of the earth, walking for ever. He did not have 
to walk for long. 

They carried him to the nearest club car and stretched him 
on a couch. He lay there for some two hours. It was the worst 
attack he had ever had. It was uncertain what the outcome would 
be. Lydia was by his side. Mi. Brand was at hand, ready to 
do anything that might be needed. And there, too, was Harry 
White, keeping patient vigil by his dear fiiend, full of sad anxiety* 
In the end Keynes recovered. 

Some of those who were at Savannah detected in his passionate 
excitement about the issues at stake a symptom of physical sickness. 
It seemed contrary to his usual level judgment to be so much 
exeicised about matters that might be deemed of secondary 
importance. The world would not fall to pieces if the International 
Monetary Fund was wrongly constituted. According to this 
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tfee matter, ids health had already hectii fatiSy iiadermip^sd 
by the protracted labours and vexations of the Loan negotiation 
There in Washington he had had to fight on two fronts* Bte 
had exerted himself to the foil to wring every ounce of concession 
out of the Americans, adamant in adherence to the British view 
and perhaps sometimes pushing it beyond his better judgment. 
And then from Whitehall there had come a constant flow of 
telegrams full of misunderstanding, which refused to give him 
leave to make concessions that he knew were necessary. He 
seemed to have lost the firm basis of confidence at home. He was 
lonely and harassed. A mighty issue was at stake, the survival of 
Britain. In the end his efforts were crowned with some measure 
of success and it was recognised that he could not have done more; 
but this could not make good the havoc which those long-drawn* 
out months had wrought in his health. This lack of physical 
fitness may indeed be the true explanation of his emotional excite¬ 
ment at Savannah. 

We must also bravely face an alternative possibility. We 
have to remind ourselves of the character of the man. All that 
lifelong outflow^ of energy in such incredible volume, and all that 
abounding zeal on behalf of cherished causes, interests and friends, 
cannot be regarded as extraneous phenomena, unrelated to his 
inner constitution. His logic, his fluency, his gaiety, these were 
admirable gifts; but it was not they that propelled him on his 
voyage, with its ceaseless labours, to discover amid the confusions 
of the twentieth century the means for a happier way of life. 
He had within him a flame of goodness exceeding that granted 
to most mortals. A soul thus endowed is indomitable, even to 
death, in the face of its supreme enemy. It cannot be placated 
by maxims of expediency. For Keynes the supreme enemy was 
the use of power for unworthy or irrelevant or trivial motives, 
to frustrate an opportunity for improving the lot of man. He 
regarded the Bretton Woods institutions, on which he had lavished 
so much work during four years, as such an opportunity; we 
cannot yet judge whether the decisions of Savannah have frus¬ 
trated it. He regarded Anglo-American co-operation, with mutual 
give and take, as the only means of saving the world. Savannah 
seemed to show that this was an unattainable ideal. There he 
had seen power used, for irrelevant motives, to frustrate a good 
purpose, and he had been denied by the possibility of the defeat 
erf the British Loan in Congress the weapons to which a com- 
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I wmt to Sairaiiimli exjpoctiiig to tmet 
tfce worfd, Md all I met was a tyrant’’ 

We qannot but be reminded of that other oecasiqm in his 
lifc^ when he had been confronted with the supreme enemy faee 
to face — at PariSj in J919. According to his judgment, Lloyd 
George was using his power, for tmworthy political motives, to 
frustrate the opportunity of rebuildmg a prosperous and peaceful 
Europe* Then, too, he had been powerless, and the consequence 
was a physical collapse. 1 distinctly looked over the edge last 
week, and, not liking the prospect at all, took to my bed instantly/’^ 

2 

He was resilient, as always. In Washington he was discussing 
with Mr. Frank Lee how to overcome the difficulties that flowed 
from the Savannah decisions. There, and in New York, he was 
obtaining up-to-date statistics for his Economic Journal article. On 
the boat he was able to rest; he had some pleasant talk with 
Professor Jacob Vxner, who was travelling with him. Back in 
London, he gave an account of matters to Dr. Plesch, to whom it 
was plain that he had had a ver^^ senous attack. However, he 
picked up the threads of work during the middle of each week in 
London and had a heavy week beginning on 8th April. He had 
meetings in the Treasury and at the Bank. He attended a meeting 
of the Provincial Insurance Co. and of the National Gallery 
Trustees; he dined with the Other Club, went to an Arts Council 
Exhibition, went to the French Ballet and the theatre. Monsieur 
Gutt, who was to be Managing Director of the Fund, paid him a 
visit on his way through London. The advice he gave him was 
always to have in his pocket a letter of resignation. He put the 
final touches to his Economic Journal artide. 

He composed a lengthy memorandum on proceedings at 
Savannah, which was sharply critical. But when it came to its 
preparation for circulation as a Cabinet paper, he began to relent. 
His paper must not be lacking in a sense of propoilion, and then 
he recalled the fact that, if the Americans had their faults, so 
too had the British. The British had not really worked emt the 
implications for action of their adherence to the Article VII 
policy not that they had any coherent ideas about an alterna¬ 
tive policy. It would be a mistake to discourage them too much. 

' Gf p, 252, 
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Yfec trmiWe was that he was still fighting a battle 01I two fronts- 
Was there no other sane person in the world besides himself? 
in London the virtues of the Americans became much more 
apparent They had the will, as well as the means, to create a 
better international economic order- They had an intelligible 
policy, which they were pursuing with resolution. It is true 
that many sections of the American public might still be lag¬ 
gard, but their democracy was so functioning that able men 
of high calibre were in charge of external policy and seemed 
capable in the last resort of translating their wishes into law. 
Their fault was ignorance about how the wicked world really 
wagged. They had the dangerous illusion that self-seeking 
nations and individuals, with all their diverse and subtle modes of 
self-advancement, could be converted by management in Washing¬ 
ton into disciplined schoolboys, complying with a time-table 
devised there. Believers in laissez-faire at home, they naively 
thought that the British, the French and all the rest would submit 
themselves overnight to a benevolent American paternalism. It 
would not be so. 

But the British, albeit more realistic, had no settled policy 
at all. They seemed to be altogether lacking in the broader 
vision that he had found on the other side. They had signed 
Article VII and authorised elaborate negotiations extending 
over years, which implied acceptance of that doctrine, and would 
have protested against any implication to the contrary. Yet it 
was doubtful if they were converted at heart. They did not seem 
to realise that, if the policy was to be made a success and the vast 
obstacles facing them were to be overcome, they would have to 
address their minds most actively to the problem and refashion 
their present policy from top to bottom. Instead, they seemed to 
regard this essay in reconstruction as no more than a list of specified 
commitments — with plenty of escape clauses, — which would 
have to be fitted into the jigsaw of the policy of day-to-day oppor¬ 
tunism that they were pursuing. Nor was it possible to read into 
their policy an astute and wary empiricism, which would rebuild 
the country by snatching every little advantage on her journey 
through the morass of difficulties. We had not returned to the 
canny policy of the Tudors. On the contrary, we still seemed 
to think of ourselves as the rich uncle, who could meet all requests 
with lavish generosity. We still had something of the pre-1939, 
or even the pre-1914, mentality. If we were failing to live up to 
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<rf Arriele VII, that wm mt bctiaui^ we kmw 
a feettef way of tamiiig the sitwatiofi to Oitr advantagCi, btit became, 
it steibed, we lacked the mental grasp to appreciate what had to 
he done. He looked in vain for capable leaders. Understanding 
of the broad lines of the policy upon which we had embarked 
seemed to be confined to a few academic economists ~ Robbins, 
Robertson, etc. — and these had already left the service. He 
knew from Dr. Plesch that he was in no fit state to run the country. 
Yet, bow otheiwise was it to be run ? He could not free his mind 
from grave anxiety* 

Yet his spirit was filled with joy and a sense of peacefulness 
when he went down to Tilton. He spent week-ends there, and 
finally he spent the whole week before Easter, having his mother 
to stay. He could not abandon work completely. Each morning 
brought a pouch from the Treasmy, which demanded his attention 
for at least a couple of hours. It was a week of beautiful English 
spring weather. He strolled in the woodlands or about the farm, 
discussing plans for the betterment of the land and improved 
conditions foi the workers. One morning, dad in his favourite 
country garments, complete with a jacket of Cambridge light- 
blue, bought in America, and a shady straw hat, he took his mother 
to see the supply of meat provided lor an Easter feast in all the 
cottages on the estate. A calf had been killed, and on a long table 
in a bam joints of veal were laid out, which were being allocated 
to the families according to the number of members. 

He discussed the political situation with Clive Bell. At the 
moment he was furious with the Government, on account of the 
decision which they had taken to nationalise the road-hauliers. 
His soul revolted against this act of regimentation, and he 
attached no importance to the plea that co-ordination was 
necessary. But he added characteristically: You must not 

count on my opposition as a settled policy; m a few months’ time, 
on some other issue, I may be equally zealous in their defence.” 

He sat about in the garden reading. His book-buying pro¬ 
ceeded ; he was concentrating on Elizabethan authors at this time 
and liked to read what he had bought. His greatest joy was to 
drive to the top of Firle Beacon on the Sussex Downs. In the old 
days it had been within the reach of an easy walk, and he always 
took his friends, who were staying, up with him while he discoursed 
volubly without loss of breath on the ascent. Thence ong could 
wander far over the Downs, Now, alas, he had to drive up in his car. 
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It was Jiis third ascent this week that he made on the Saturday 
brfore Easter Day. It was a lovely afternoon* The luxuriant 
country lay spread out before him, with its fine trees, clad in the 
green of spring. He saw the cattle browsing at the foot of the 
hills. It was a scene of ineflfable beauty and peace, an ample 
reward for all his labours of this last winter. The drone of an 
aircraft could be heard overhead. There was no longer any need 
to ask whether it was an enemy bomber. Britain was at peace 
now. He would soon be able to free himself of the heavy load of 
duties, and to devote himself to this countryside and to his books 
and friends. He was already planning to resume work at Cam¬ 
bridge, The prospect was fair. He was feeling much better. It 
was a pity that our affairs were in such feeble hands. Would they 
succeed in dealing with those sterling balances before the period of 
convertibility began ? If they did not, the national prospect would 
by no means be fair. He would have to do a great deal of prodding 
himself. The trouble was that occasional prods were not enough; 
ceaseless vigilance was necessary. He was not sure that he would 
not have to get a firm grip himself upon this whole complex 
problem of the sterling balances. That w’ould be a formidable 
undertaking. Dr. Plescli would not approve, but he was feeling 
much better. It was wietched to think that the country, after its 
successful emergence from its greatest ordeal, should be plunged 
into squalor and misery by its ineptitude in coping with this much 
smaller ordeal. From the days of Ricardo the Bank of England 
had always been a thorn in our flesh. 

Then there were those Americans, with their schoolmistress 
ideas. But he was feeling more hopeful about them. They 
would learn much with a little more experience of international 
finance, just as they had recently learnt to fight at sea and on 
land. There was a nice balance between the possibilities of a 
good and of an evil outcome. He might have to exert himself 
— that was the trouble. It was unreasonable not to have con¬ 
fidence that the forces of good would prevail. 

His mind reverted to the cattle at the bottom of the hill, 
and to his plans for the farm. He could see his own home, and, a 
little to the left, Charleston, where his friends had kept the torch 
alight through these sad years. Thither they had come long ago 
during the First World War. Away to the left was Leonard 
Woolf, living at Rodmell — rather lonely now. He must see 
more of him. His life had been very full since that day when 
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and Lyttoti had come to vet him for'' the Society He 
had not forgotten the things which they valued. He conW sec a 
unity of pattern in what he had achieved. He had been striving 
to make that civilisation, of which the Society was the pure 
essence, still possible. The pleasant ways of life of the English 
countryside could go on; in the harsh setting of the towns 
employment could at least be assured now, and little by little 
things of beauty, the drama and music, and possibly even — 
perhaps through his Arts Council — visual arts would percolate 
in and enrich the lives of those who dwelt there; and, above all, 
the Lyttons and Leonards, the young men at the universities, 
must have a setting in which they could think their thoughts, 
which were the leaven of the whole society. 

Turning a little, he had a wide view of the sea. This precious 
stone! Recovery would surely come. He had faith in the 
English people. Their native energies and patience would not 
fail to bring back prosperity. This great scene, reviving the impres* 
sions that had come to him as he had surveyed it through so many 
years, brought him fiesh vigour. He felt better than he had for 
many months. Should they walk down? It was a long time 
since he had done so. For him to ask such a question was to 
answer it in the affirmative. He felt well. His mother could 
drive home in the car. 

Step by step, he earned his large frame down the steep path. 
He was talking to Lydia about a poem by Thomas Parnell, the 
first edition of which had just reached him. 

Eaily next morning his mother heard a sound of coughing in 
his room. She went to seek Lydia, who was with him in a flash. 
An attack, such as he had often endured before, had just come 
on, but this time there could be no recovery. In a few minutes 
all was over. His features assumed an expression of beautiful 
peacefulness* 

At the Memorial Service in Westminster Abbey John Neville 
Keynes, aged ninety-three, walked up the aisle with a firm tread, 
leading his wife, Florence. Amid the forest of grey ribs which 
sustain the great fan vaults of King’s College Chapel, the matchless 
choir sang, and Sheppard recited a passage from The Ptlgrim^s 
Progress in tones of simple gravity: . I do not repent me 

of all the trouble 1 have been at to arrive where I am. My sword 
I give to him that shall succeed me in my pilgrimage, and my 
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tiOQtage and dcill to hitti that can get it. . > . ” Across die watm 
maay Americans, as well as English, mounted the hill to the 
Cathedral of Washington to do honour to a man whom they had 
come to love so much. 

In the streets and clubs of central London, whenever one friend 
met another the same words were on their lips. . * . “ We have had 
a great loss/’ This was no empty formula, for in their eyes was 
an expression of anxiety. The country was still in grave trouble. 
She was far indeed from solvency, and difRculties seemed to be 
mounting. We were facing complete disaster. He would have 
found a way. He had the power of thinking things through and 
sorting out the tangled issues; he would have made a plan and 
have used his great powers of persuasion to get it accepted and 
implemented. Was there anyone to take his place ? Foreigners 
visiting England had the same idea: Your country has had a 
great loss.” 

It was surely a very astonishing phenomenon this, for which 
it would be hard to find any parallel. For here was a man whom 
all knowledgeable people had come to regard as a principal 
support of the realm, a man truly irreplaceable. Yet, he was 
an ordinary private citizen, holding no official position, having 
no organised support, scarcely knowing to what political party 
he belonged, living simply and unassumingly, just plain Mr. 
Keynes — no, we had to call him Lord Keynes now, but that 
hardly seemed to make any difference. The authority that he 
exerted was solely due to his intrinsic qualities. 

Indeed, his career gives the lie to adages that have been 
current from the dawn of history about the unhappy fate of the 
over-clever man, who will not cloak his cleverness nor toady to 
the powers that be. No one in our age was cleverer than Keynes, 
nor made less attempt to conceal it. He would not abate one 
jot of his convictions to curry favour, and had the audacity to 
change them in the light of experience, sometimes in a sense oppo¬ 
site to the wind of fashion. 

Some credit must be given to the British democracy. Happy 
is the land where a wise man can wield power, simply because 
he is wise, although he has no support from any political group 
or from any financial or trade-union interest. Credit must be 
given to the British Treasury in particular. It does honour to 
the great intellectual traditions and high disinterestedness of its 
officials that in the First World War they welcomed an outsider 
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tud pp^mouA htm to a po^m of grmt rcspomibility* 

1C to toe Second World War, it was more difficult to fit to a 
i«stoot mm of 4otibtful health, in toe end he attained a high^ 
albeit unofficial, position, which would probably have enabled 
him, had he survived, to save the country from toe blunders that 
were made to the years that followed. 

Among the qualities which served him well were his known 
integrity and personal disinterestedness. If his plans were not 
accepted, he showed a lack of resentment, rather rare among men 
of genius, who are apt to become querulous and thereby difficult 
If one plan was unacceptable, he went patiently to work to devise 
a new one. Throughout his career he made no effort at self¬ 
advancement* It was understood that whatever success he might 
have in promoting schemes to save the country, he would seek 
no personal advantage* He would continue to live his simple 
life with Lydia, happy in moderate circumstances, buying his 
books, seeing his friends, attending to his farm and to the affairs 
of King’s. He had sampled all that the world of the great had to 
offer, and preferred the mode of life that he had long since chosen 
for himself. If he continued to labour, that was solely for toe good 
of his counti), or of mankind. His services were at toe disposal of 
those who wished for them, and he expected neither thanks nor 
requital. 

His financial independence, achieved solely by his own exer¬ 
tions, was an advantage. A man, however high-minded, may 
have to moderate his crusading zeal, if bread-winning requires it. 
Our planners of Utopia should think of Keynes before deciding 
that the best plan is to have all members of the community 
dependent upon a salary. 

When on his death it was revealed that he had left nearly 
half a million pounds, some vulgar people were surprised. They 
had not conceived it possible, to judge from his way of life, that 
he had been so affluent. In fact, he was prodigal of his means in 
securing for himself all that would enrich his experience. Books 
and pictures he bought, and did not stint his support of good 
causes. He had been generous to friends in need when his means 
were still slender, and continued to be so when wealthy. At the 
same time, he was careful in the details of expenditure and hus¬ 
banded his resources, as befitted a practical economist, so that he 
was able, subject to the life interest of his wife, to leave a noble 
endowment for his beloved King’s College. This institution will 
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liaw been d<>i3bly enriched through him, by tiis administration 
as Bursar and by his legacy, 

He was passionately convinced of the value of collegiate life, 
and it was a deep satisfaction to him to be able to ensure that 
King’s should not lack the means to provide the charmed way 
of existence which had meant so much to him in his youth* He 
could think that, long after he had passed from the scene, another 
would look forward to each new Michaelmas term and ‘‘ give way 
to unrestrained Fresher excitement ”, able to rejoice that ‘‘ never 
has a term opened with so fair a prospect There, on the bank 
of the slowly flowing river, new generations would continue to 
discuss books, philosophy, the nature of the good life and the 
characters of their friends. There they would learn to be critical 
and to entertain those crisp and bold ideas that each new age 
needed. He had never ceased to believe that the well-being of 
society depended on the strong, clear thinking of the few. There, 
too, in those happy surroundings, a love of the beautiful and of the 
gracious aits of life would be fostered. Such things become ever 
more important with the progress of democracy. After so many 
generations of toil and diudgery, the people, through the slow 
process of education and through the rising standard of living 
made possible by science, were coming within sight of the Promised 
Land. Only the artists and people of refined vision could keep 
that land fair and pleasant for them. It was a sacred trust. 
If art failed and intellect declined, the people would find that, 
after all their struggles, the promised inheritance had become a 
desert. 

In making a final appraisement of Keynes’ influence, some may 
seek to attribute it to a gift or special power that lies outside the 
range of normal human qualities; they may seek for some 
mysterious aptitude, some nameless gift, bestowed on him from 
the unseen world. He was a rationalist himself and would prefer 
a rational explanation. 

In the first place, his remarkable constellation of qualities 
can but rarely have been matched. There was his logical faculty, 
which gave him a mastery in the realm of pure scientific abstrac¬ 
tion. “ The most substantial joys I get arc from the perception 
of logical arguments.” ^ This found vent in his work on Prob¬ 
ability, and consummation in his General Theory. He combined 
this with a passionate interest in and ready absorption of a great 

* Sec p. 20. 
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vatiety of dotail; thiis ho was an ompiiicaJ scientist as well as a 
logician. He had a special flair for economic statistics. He also 
had a flair, not always granted to statisticians, for^ understanding 
the realities of the market-place and tracing out how ordinary 
men were likely to behave in given complex situations. Thus his 
qualifications for excellence in applied economics were no less 
than those which qualified him to be a pure theorist. Then he 
had in very high degree the power of exposition and persuasion. 
Pure scientists do not lend to excel in the forensic art. Had 
Keynes adopted Trevelyan’s programme and been called to the 
Bar, there is little doubt that he would have become one of our 
greatest advocates. He had the gift for assembling arguments in 
their proper sequence, with logic and persuasive power in happy 
harmony. And then he had a gift which was different again, a 
supreme mastery of English prose. Some may think that it is as a 
prose writer that he will be longest remembered. The science of 
economics will develop, and in due course the landmarks of its 
progress will come to be of interest only to antiquaries ; but some 
of his passages will surely live as literature for so long as the English 
language is understood. His literary gift was one facet of some- ^ 
thing larger, his artistic nature. Here again we have an unusual 
combination, the scientist and the artist. His own inner artistic 
urge found vent in his wiiting, and in his delight in the companion¬ 
ship of artistic people. His patronage of the arts and his work in 
organising means for diffusing a wider knowledge of them sprang 
partly from the artist in him, but also from two other traits : his 
social impulse — to make the lot of people happier — and his 
appetite for administrative tasks. Another paradox ! A scientist 
and an artist, surely he would spend his life in the clouds and 
eschew the dull details of routine administration. On the con¬ 
trary, he loved .such details; he was a capable administrator and 
was always seeking to bring more fields within his province. His 
speed of work was great; his scientific impulse and his artistic 
impulse could be satisfied in intense moments of concentration, 
and thus many hours of the day were left free for administrative 
tasks. There weix hours, too, for the pleasures of friendship, and 
for trivial pursuits, playing cards or weeding his garden. Thus 
he had a very rare combination of gifts; his endowment in any 
one of them would by itself have made him a notable person. 

This catalogue might give a wrong impression to one who did 
not know him, for such a many-sided efficiency might suggest 
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KiOi esixijelleut to be bearable. Thi$ was not so, for be had a very 
intmse individuality* A little knowledge of him soon persnaded 
one that be was utterly unlike anyone else that existed or bad 
ever existed. For his friends the sound “ Maynard instandy 
conjured up an extraordinarily intense flavour, almost comparabte 
to a sensible quality in its definiteness and precision — or should 
one compare it to a symphony long familiar? It was not the 
economist or the writer or the financier that the word evoked. 
One knew all about that, of course. It was a peculiar pattern 
of behaviour, physical and mental — the quick twinkle, the arch* 
ing eyebrows, the whole face expressing his acute sense of the droll, 
the fun giving way to a period of lucid exposition in his soft 
mellow voice, which culminated in its turn in another burst of 
the ridiculous; his kindly expression, his beautiful steady eyes 
seeking agreement and testing your appreciation; the rapidity 
of the movement of ideas, yet always without strain; his enjoyment 
of the feast of reason, his comfortable companionship. No doubt 
all human beings have their own unique individuality for the 
seeing eye. In Keynes, perhaps because all his qualities were 
raised to a high point, the individuality was more insistent. Yet 
it often expiessecl itself in the enunciation of what was purely 
and exquisitely reasonable, and reason is supposed to be a universal 
quality, the same for all. We may remind ourselves that the 
greatest masters, whose words or works have had a universal 
appeal in many lands and ages, were also most intensely individual, 
their signatures being plainly visible on all their products. So it 
was with Keynes. 

A further quality has yet to be mentioned, which animated 
his great gifts — his abounding and unfailing enthusiasm. Or, 
p«;rhaps, we ought to give it the name of that virtue for which 
austere moralists reserve the brightest crown, the virtue without 
which all other virtues are said to be vain and sterile— the \drtue 
of love. I do not refer only to his feelings for those who were 
near and dear to him. If some new subject was brought to his 
attention, he had an implicit faith that, by a little study and by 
looking below the surface, one would find an exciting and fascinat¬ 
ing pattern. He was ever and again proved right. What he 
learnt somehow became a precious and cherished possession. 
He had that affection for the many things he had studied, small 
things as w^ell as great, that the lifelong specialist so often has 
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iW wm ^j^ulkk immace. He imd tlic true enquirer's joy 
fA 4i»O0very^ in the process he almost always found some- 
thing to amuse him^ In the sphere of human ^affairs he did 
not believe that one eould get an intimate knowledge unless one 
looked through the spectacles of comedy as well as those of 
pure science, Americans may remember his jokes about the 
abstruse clauses of financial documents. These were not the 
patter of a compare or the preliminary jokes of a public speaker, 
designed to prepare his audience for a dry discourse. They were 
an essential part of the way in which he thought that any system 
or plan involving human beings should be looked at, if a dt^ep 
understanding of it was to be achieved. 

Many scientists have a love of their subjects, while being a 
little arid in their personal dealings. Keynes had a fund of 
affection that was always ready to flow forth towards his pupils, 
his colleagues or those with whom he was negotiating across a 
table. This was entirely different from the outflow of the man 
who extends hearty greetings by way of routine or for diplomatic 
purposes. If he gave an expression of friendliness, you could be 
sure that it reflected a genuine feeling. To many who only 
had the opportunity of a casual meeting or an interchange of 
small talk, he appeared cold and aloof and sometimes even a 
little arrogant. But, as soon as the communication was a serious 
one, and he began to learn from the interplay of the business in 
hand something of the character of his interlocutor, then the 
impulse of affection welled up. He got to love Melchior in the 
negotiations with Germany, and he got to love many Americans 
with whom he had to deal during the Second World War. As an 
economist he sought to bring about the well-being of mankind 
in the abstract; as a man he craved for the well-being of those 
with whom he had contact. Thus his work was infused with a 
spirit of warm feeling towards all whom he taught or strove to 
persuade. It was this quality of love which may entitle us to 
raise him above the status of wise man and rank him as a prophet 
in our modern age. He put his hand on your shoulder and opened 
the book of life before you; with his delicate finger he traced its 
story; his delight in it was infectious, and his vision became your 
vision. 

It was some two years after his death that I found myself 
lying outstretched one beautiful summer day On a slope of the 
Sussex Downs, High above me, seated on a fine white horse, 
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was the handsome one-armed shephcMl, now turned cowherd, 
Bcdkctt Standon. He was talking with rural fluency about the 
herd, explaining how the farm had become self-supporting in 
feeding-stuffs, and describing Keynes’ plans for its improvement 
and extension. He evidently knew something about high pwlitics 
also. “ His Lordship would never have approved the way they 
frittered away that American Loan.” There was a pause in the 
flow, and his face grew a shade more serious; he was seeking the 
right words. “ But, apart from all that,” he said, “ you know that 
he was a good man; he’d sit on the edge of a stack and talk to 
me for a long time about things — very homely.” 



APPENDIX 


NOTE ON ^‘TREATISE ON PROBABILITY’^ 

I T is impossible in a small space to give an adequate idea of the scope 
of this book. I shall only touch on one or two salient points. 

It may be well to begin with two statements of indebtedness. 
One comes from Keynes’ Memoir Club paper. ^ “ It was an important 
object of Moore’s book to distinguish between goodness as an attribute 
of states of mind and rightness as an attribute of actions. He also 
had a section on the justification of general rules of conduct. The large 
part played by considerations of probability in his theory of right 
conduct, was indeed an important contributory cause to my spending 
all the leisure of many years on the study of that subject: I was writing 
under the joint influence of Moore’s Principia Ethica and Russell’s 
Principia Mathematical^'' In the preface to his Treatue he wrote: It 
may be perceived that I have been much influenced by W. E. Johnson, 
G. E. Moore and Bertrand Russell, that is to say, by Cambridge, 
which, with great debts to the writers of Continental Europe, yet 
continues in direct suc< ession the English tradition of Locke and Berke¬ 
ley and Hume, of Mill and Sidgwick, who, in spite of their divergences 
of doctrine, are united in a prefer ence for what is matter of fact, and 
have conceived their subject as a branch rather of science than of the 
creative imagination, prose writers, hoping to be understood.” 2 

It was pleasant to pay a tribute to Johnson, the friend of his child¬ 
hood. The debt, w'hich was a real one, relates mainly to a series of 
detailed and subordinate, although interesting and novel propositions, 
rather than to matters of basic doctrine. 

A further occasion of diflrdence and apology in introducing 
this part of my Treatise arises out of the extent of my debt to Mr. 
W. E. Johnson. I worked out the first scheme in complete indepen¬ 
dence of his work and ignorant of the fact that he had thought, 
more profoundly than I had, along the same lines; I have also 
given the exposition its final shape with my own hands. But there 
was an intermediate stage, at which I submitted what I had done 
for his criticism, and received the benefit not only of criticism but 

* Op* dL p. 95, 

* The last few words of this contain a thrust, no doubt, at the Oxford school 
of idealists. 
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df Ms mm comtri»eti\T ac^rdses. IThe resMt is that ki its innl 
^rm it is difScult to indicate the exact extent of my indehtedneis 
to him. When the following pages were first in proof, there Iteemed 
little likelihood of the appearance of any work on Probability fVom 
his own pen, and I do not now proceed to publication with so good 
a consdence, when he is announcing the approaching completion 
of a work on Logic which will include “ Problematic Inference 

We have seen that Johnson was a philosopher averse from publica¬ 
tion. But in his mature years (at the close of the Plrst World War) 
he had a very brilliant pupil, Miss Naomi Bentwich,^ who Succeeded 
in writing, or inducing him to write, the three notable volumes on 
Logic which appeared under his name 3 Hence the embarrassment 
expressed in the foregoing quotation. 

Moore’s influence was at the opposite extreme, in that it was very 
general in character It was natural for Keynes to express indebtedness 
in his preface, considering the very high regard, approaching veneration, 
which he felt for Moore. The Memoir Club statement concerning 
the “ important contributory cause ’’ is not very convincing, since it 
is a platitude that right conduct must often depend on a balance of 
probabilities; it must be admitted, however, that Moore’s ethic 
makes the problems of uncertainty and probabihty more pi eminent 
than does an ethic which allows an intuitable duty, for by the latter 
a course of action can be known for cei tain to be a duty even if some 
of its consequences are uncertain; this is impossible on Mooie’s view^^ 
Keynes also based some arguments { Treatise^ p. 240) on the theories of 
Moore’s paper on Objects of Perception ”, which had created so muc h 
excitement among the friends,s but here again the relevance is not very 
striking. 

But theic was one point on which Moore’s influence was of quite 
paramount importance, Basic to ail the arguments of the Treatise is 
Keynes’ view that probability should be regarded as an indefinable 
concept. There can be no doubt that his confidence that it was legiti¬ 
mate to treat a concept of this kind as indefinable was due to the 
respectability with which Moore had endow^ed such treatment of a 
fundamental concept. 

Many authors on Probabihty had not been at pains to define 
their basic concept (or to state that it was indefinable). But there 
was one school which had given a definition, namely, the Frequency 
Theorists. For them, to stale that if an event a occurred, there was, 

* A Trmiue on Probabthty, p. 116. ^ Now Mrs Jonas Bimfacrg 

3 These did not include his views on Piobabihty, which appeared posthumously 
in Mind, 1932 

I refer to the doctrine of Pnnapta Ethtta, not to that of the Home University 
Library volume on JSfMrt (see p 78 above), * Cf p 112. 
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wy$ a MT ol I occ^mring^ mc^t to my that if a occurroid a 

^at tiiahy ti3«a, i woiM occur half that number of times. The 
Icind d situation which arises on the tossing of a coin was generalised 
by them to cover the whole field of probability. Thus this school 
explains what we mean when we say probable by reference to frequency 
of occurrence. Keynes was strong in his attack on this theory. This 
was one source of Whitehead’s misgivings, and a more refined version 
of the frequency theory was supplied by him to Keynes during the 
period between the two submissions of the thesis.^ Keynes treated 
this version with respect, but still in a hostile sense. 

The question remains an open one. In my own person I cannot 
resist some uneasiness in regard to the indefinability of probability, 
and hanker after some form of the Frequency theory. 

Ramsey reverted to a sophisticated form of Unlike Keynes 
he held that the probability of a proposition may be defined by 
reference to the strength of belief in it. To say that a proposition had 

probability of value y simply meant that the strength of belief 

in it had that value. He held that the strength of a belief could be 
given a precise numerical measure, by reference to the believer’s 
action in the conditions of a controlled experiment. Consequently, 
unlike Keynes, he held that probabilities were capable of precise 
measurement. The Frequency theory was brought in as follows: 

Belief of degiee is the kind of belief most appropriate to a number 

of hypothetical occasions otherwise identical, in a proportion ^ of 

which the pioposition in question is true.” 

Ramsey turned the highly penetrating ray of )iis intellect upon the 
quintessentials of any problem. The essay from which I have quoted 
is extraordinarily elegant both intellectually and stylistically. The 
intellectual process is at while heat; but the style is delightfully 
cool, like that of some old naturalist taking one for a ramble in the 
country and making desultory observations. Ramsey concentrated his 
attention on one or two aspects ; it is not so clear that he had Keynes’ 
comprehensive breadth of vision and acute realism in the observation 
of what actually goes on in the mind in the varied processes of empirical 
thinking. Ramsey was a Planck in his methods of empirical logic.^ 
Does that subject require a Planck or a Keynes ? 

The influence of Russell on the Treatise is pervasive. In the first 
place, it is seen in Keynes’ adoption of a pioposition rather than an 

* Cf. p. 132, and A Treatm on ProbMtp^ p. lor. 

^ 7 hi Fomdatwns of MaihenmUt^i by F. P. Ramsey, essay ou “Truth and Proba¬ 
bility(i9Stb), Sectiom i to 4. 3 Cf. p 137 above. 
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m Aat which carries the attribtite of f)robabiIity, TWa is of 
importance. Throxig^out his elaborate mathematical develop* 
ment, m which the ordinary theorems used in mathematical probability 
are deduced from ultimate logical principles, he always includes a 
term which stands for the evidence on which a ** probable ’’ proposition 
is based. This was a novelty and acclaimed by all connoisseurs of the 
matter as a most valuable innovation. His basic symbol is ajh, where 
a stands for a proposition (or propositions) held to be probable and h 
for the propositions constituting the evidence for a. Where a may be 
deduced with certainty from the value of ajh is i; where h renders 
a impossible, its value is o. Keynes insists that this expression may have 
values lying between certainty and impossibility that are incapable 
of precise numerical expression. Here he is at variance with the 
Frequency theorists. It is not simply a question of the value of this 
symbol being unknown to the thinker; it is held to be often in principle 
incapable of having any numerically measurable value. 

The further influence of Russell is seen in the task that Keynes 
set himself, of deriving a body of familiar mathematical propositions 
from a small number of logical axioms,* A Tuatise on Probability is 
offered as providing a theoretical basis for the mathematics of proba¬ 
bility analogous to that provided for the general corpus of mathematics 
by the Principia Mathematica of Russell and Whitehead- This part of 
his work was naturally much less massive than the Principia Mathe^ 
matica, because the body of theorems to he derived from his fundamental 
logical propositions was much smaller. A higher status could not be 
claimed for this part of Keynes^ Treatise than that of being an appendix 
to the monumental work of Whitehead and Russell. 

Finally, it is necessary to refer to a doctrine which may, from one 
point of view, be regarded as the core of the whole book. We have 
to ask ourselves how, in the first instance, wc come to perceive that a 
has any relation of probability to h at all. Once we begin with certain 
propositions expressing probability relations, then we may proceed 
with the mathematical apparatus provided for us to develop further 
arguments. But how begin at all? Why is anything evidence for 
anything else ? Why, because in a particular case x has been found to 
be conjoined with y, is that evidence that it ever will be so again ? 
Hume had an answer to this problem which Keynes treated with the 
utmost respect. His answer was that the conjunctions found in experi- 

* He was rebuked by his old friend, C. P. Sanger (rc\icw in Xew StaUsrmn^ 
lytlj September 1921), for referring more than once to the Pnnctpta Maihemniica as 
being by Russell, and a statement ol historical importance was elicited from Russell 
himself. “ I take this opportunity to protest against Mr. Keynes’ practice of alluding 
to Principia Mathmatua as though I were the sole author. Dr. Whitehead had an 
equal share in the work, and there is hardly a page in the three volumes which can 
be attributed to either of us singly” (Mathematical Gazette» vol. xi, July 1922). 
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«t5<? are fio evidence for identical conjunctions outside expcTicnte* 

He completely sceptical m regards the logical validity of empirical 
reasoning; the mind had a natural tendency to argue from the con- ? 
junction of two particulars to the conjunction of similar particulars 
in other casest But there was no reason behind this; it was merely a 
psychological tendency* ' 

Keynes set out to rescue us from this obliterating scepticism* and 
his main arguments arc to be found in Chapter 22. In order to get 
us going, so to speak, on the path of empirical reasoning, he thinks 
that it will be sufficient if we arc entitled to assume the hypothesis 
of Limited Independent Variety, which means that the experienced 
properties of things arise out of a finite number of generator properties. 

This limitation gives us a finite, albeit in the first instance low, 
probability in favour of a connection between two properties. Further¬ 
more he holds that our general experience is evidence for the validity 
of the hypothesis in question. The hypothesis may be regarded as 
an attenuated form of the principle, exploited by many logicians, of 
the Uniformity of Nature. Keynes does not find this latter postulate 
fruitful, and considers that it may be boiled down to the statement 
that the location in space or time of a conjunction is irrelevant to its 
evidential character. None the less, there is an analogy between Keynes’ 
argument from our general experience to the hypothesis of Limited 
Independent Variety and the argument used by logicians, such as Mill* 
from our general experience to tlie hypothesis of the Uniformity of 
Nature. 

Ramsey had some doubts, which made Keynes uneasy, whether 
the hypothesis of a finite number of generators was sufficient to provide 
initial probability lelations, from which to build up our general 
knowledge of the empirical world. He suggested that a more rigid 
and difficult hypothesis was required, namely, that there is a specific 
number of generatois.J This is certainly a fundamental point. It 
bears upon the validity of the whole of science and all our ordinary 
opinions and assumptions upon everyday matters. Might those whose 
thoughts are directed to the far-reaching problems of humanity, and 
who cannot be bothered with all the nonsense of wars and economic 
crises, wish that Keynes had remained a logician? Might he have 
grappled successfully with the problems which were left unsolved in 
the Treatise ? Might we have had a General Theory of Induction^ Analog)^ 
and Probability ? 

Russell took the line in his review ^ that the hypothesis of Limited 
Independent Variety would not be required, if Keynes abandoned his 
hostility to the Frequency theory and to the precise numerical cvalua- 

^ I rely for this point on my own memory, which h confirmed by Mr, Richard 
Braithwaite, * Op, di. 
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tkss. If he were cm the first twp pointlSy it 

wilgpht be possible to simplify his theoiy of indoctioo* His diffiettihy 
m^0e» fmm the fact that the u prim probability of a geoeralisatioia has 
to be Le. greater than some numerically measurable probability 
other than zero. If all probabilities were numerically measueablCi this 
condlition would always be fulfilled.” ^ But surely Russell’s condition 
is insufficient ; for why need there be any probability relation at all 
between a and k? Keynes took Hume’s scepticism seriously. His 
task was to find a good reason why we could ever initially say that a was 
evidentially favourable to b. Without some such basis as the hypothesis 
of Limited Independent Variety, there would be no probabilities 
whatever, numerically measurable or otherwise. 

Ramsey, whose opinions I quote, not only because of his great 
eminence, but also because they alone made Keynes uneasy, moved 
towards the position of Pragmatism. Rejecting Keynes’ attempt to 
find rational grounds for the validity of induction, he offered, in the 
essay which I have quoted, pragmatic grounds. Induction has proved 
a success in the practical conduct of our lives, and that is all there is 
to be said in its favoirr, I do not believe that Pragmatism will survive. 
Furthermore, a rational basis for induction is surely needed if we are 
to develop the theory of induction and distinguish good induction 
from bad induction. 

Nicod also criticised the sufficiency of Keynes’ Hypothesis on 
somewhat different lines. At one point Keynes postponed entering 
into an epistolary controversy with him, on tire ground that his mind 
was too much occupied with other matters. I do not know if he ever 
studied Nicod’s pubhshed criticism.^ Unlike Ramsey, Nicod offered 
no alternative solution, leaving the matter indeterminate. More 
recently Professor Jeffreys has leant upon the prior probability of 
simplicity, as giving a starting-point for the inductive process. But 
there are very grave objections to this solution.^ 

The question is still an open one, and Keynes’ work, which is 
likely in any case to be for long immatched in its scope and erudition, 
will remain of living importance as a starting-point for discussion, 
until a more satisfying logical solution of the central problem of human 
knowledge is found. 

* Foundations of Geometry and Induction, by Nicod. The Ij)gical Problem of Induction, 
pp. 266-281. 

® A fuller account of the author’s views on this topic is due to appear in Philoso^, 
January 1951. 
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Dundas, R. H., xii, xiv, 27, 30^31, 33, 46, 

5«» 54» 9L * *7, 3*8, 559 

Dungi, 343 

Dumford, Hugh, xiii, 387-90 
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193-4; Keynes on Indian currency, 
156; Keynes Secretary of, 159 
Economua, 435 

Economics : Keynes attracted by, i u ; 
condition of, at Cambridge, 142-6; 
Keynes on scope of, 193*4 
Economics of War m Germany, The ”, 
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143, 148, 159, 354 n., 373 
Edinburgh University, Rectorship of, 374 
Effective demand. See Demand, 
effective 

Egypt* holiday in, 164 



^ ’ jdifS uAtnmu 


** Otib *V towr dt It0lm4« 

^ ^0 

S^Mm^ Mfss, i54 

Eidt^ Oeor^, 83 

Eliot, % S., ilw Pi^asU Lundy ag ; 337 
Elbs»betb, H.M. QtMscn, 62a 
Eli*abctb, H.E.H. Princess, 822 
Elizabctlian authors, Keynes^ love of, 

29, 481, 483, 641 
Elmhirst, I^nard, 497 n, 
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dexibaity of, 342-4, 444-5» 447> 563-4* 
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F^ht the Famine Council, 2B7 
Finance, Keynes' private, 129* 150# 154, 
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Foreign exchange. See Exchange, 
foreign 

Foreign investment. See Investment 
Foreign investments of Britain, 499*500 
Foreign loans, Keynes devises control 
over use of, 203 

Foreign policy, Keynes on, 477-B 
Formal Logtc, by J. N. Keynes, 6 
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J'nmm, R, A., 57, ua, 119, 164 

Gallon annivemry, 478 
Gaming-tables, 126, 234, 316 
Gardner, W.^ xui 
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Gregory, T. E., 315 n., 414 
Grenfell, E, C., 204 

Grey, Sir Edward, 95, iqb, 215, 263; 
comparison with President Roosevelt, 
20 

Guedalla, Philip, 334 
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proofs of Gmetul Themy, 452-3, 460; 
** Keynes and Traditional Theory ”, 
453 n.; on “ Scarce Currency ” clause, 
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How to Pay for the War, by J. M. Keynes, 
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Hughes, W. M., 230-31, 235, 237, 241 
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Hurst, G. H. J., 37, 41, 43, 44, 48 
Huxley, T. H., 83 
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Ibsen, Wild Duck, 96 
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epidemic in Paris, 234; hearl-failui c 
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In Memonam, 69 
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302 
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353 » 355 -^. 372. 404-13. 4 »<>-J 7 . 422- 
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Keynes, Geoffrey, M.D., v, ix, 1, ii2, 
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Knox, A. D., 33, 40, 65, 109, no, in, 
U9, 160, 162 
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Lindsay, A. M., 165 
Lippmann, Walter, xiii, 315, 445, 450, 
505, 555 

Liquidity Preference, 352; Keynes on, 
409, 417, 423, 457-9,‘ 463-4 
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Liverpool, I^rd, 343 
Liverpool University, 83-4 
Lloyd George, D., 196-7, 201, 205, 218, 
219, 226, 227, 230-31, 233, 235# 236, 
237# 238, 240, 241-53, 255-7, 258-61, 
265-6, 272, 280, 291, 345, 375^8, 392- 
393 # 395-6; Budget of 1909, *53 ; 
bis Garden Suburb ”, 201, 235, 243, 






1^5^, ji.; Wm Mmn^Hi 440 

^taitfts i<oii*i to Bditaiu 
$b5* 

h^tm^ f. C,, 4^5 

Logit, Formal i J. K. Kcyoes coalritow- 
tioo % 6-7 j J. N. Koynes and John- 
»cm, 3 

i^ir aim ^haMityi Treatise an 
l<o»don Artists Associatkwi, 40a, 51B 
LooKioa School of Economics, fotmda- 
tion of, ds; !?49, 303 
L0|>dkova> Lydia. See Lady Keynes 
Lords, House of, Keynes speaks in, 574, 
616-19 

Lot, wse of, at Cambridge. 150-51 
Lothian, Lord, 235> ^3^, 243, 247 
Lotwshenr, M., 235, 241, 242 
Lams' Complaint^ 401 
Low, David, 490 
Lowther, Claud, 243 
Lubbock, Percy, 14, 24, 337 
Lubbock, S. G„ xii; J. M. Keynes* tutor, 
14, 17, 19, 21, 37. 4 L 44 . 47 . 4^. 9 ^ 
Luce, C. H., iSo, 161 
Luray caverns, Keynes visits, 556 
Luxford, A. F., xiii, 53B, 583 
Luxmoore, H. E., 37, 41 
Lymington, Lord, his Newton papers, 
482 

Lyttelton, George, 47 

Macaulay, W, H., 228, 319, 324, 397 
McCabe, T. B*, 599 
MacCarthy, Desmond, xii, 84, 148, 149 
MacCarthy, Mrs. Desmond, xii 
MacDonald, Ramsay, 315 n., 397, 426, 

437.438-9.448 

MacFadyean, Sir Andrew, 219 
MacGregor, D. H., 97, 129, 159 n. 
Mackay, Professor, 84 
McKenna, R., 201. 202, 210-12, 223, 
357. 385. 4 H-* 5 . 424. 4*8 
McKenna, Mrs. R,, 211, 212, 223 
Mackintosh. W. A, 541 
Mackworth-Young, A., xu, 26, 33, 46, 
49 . 53 

McLeish, Archibald, 555-6 
Macmillan, Daniel, 34, 68, 154, 297 n. 

Macmillan Gap 419 
Macmillan, Lord, 397, 414-15, 421. See 
also Finance and Industry, Committee 
of Inquiry into 

Macmillan and Co., 164, 200, 288-90, 
296 

Macnaghten, H. P. W * 15 
McTaggart, J M. E., 61, 62, 63, 69. 75, 
87. * 09 . 398 


Madrid, yidt td* 399 ' 

Mafeking, Relief cSI 
Maffry, A*^ xiii 
Maine, Revd, BadL'xh. 39* 

Maine, Henry, 83 
Maitland, F., 69 
Mallory, George, 119, 13a 
Malthus, T. R., 328^*30, 355, 460 
Manchester City News, 382 
Manchester Guardian, 305-7, 312*17, 3$i, 
341, 342, 380, 490 n.; Reconstruc¬ 
tion in Europe” Supplements, 312-13 
Mann, Dr., 319 
Mansfield, Katharine, 209 
Mantoux, Etienne de, The C&rthaghtkn 
Peace, 20, 186. 260, 275-80 
Mantoux, Paul, 275 
Margaret, H.R.H. Princess, 622 
Mark, German ‘ Keynes* speculation 
in, 295-7 > Keynes on collapse of, 325- 
3»7 

Marlowe Society, 475 
Marriage of Keynes, 365-70 
Marsh, Sir Edward, 227 
Marshall, Alfred, 107, 117, 121 n* 129, 
137, 154, 156, 157, 158, 163, i68, 197. 
198, 302, 323, 325, 354, 466, 602 ; apd 
J. N, Keynes, 9 , Economic Tripos, 63, 
uifluence on Cambridge Economics, 
142-5; Keynes’ Memoir of, 142; 
Principles of Economics, 9, 323 
Marshall, Mrs. Alfred, 117, 354, 365 
Marshall, General, 598 
Marshall Library, Cambridge, 483 
Marten, Sir Henry, xii, 21, 37, 43, 48 
Martin, B. Kingsley, xii, xiii, 397, 439 
Marx, Kail, 327, 462 
Mary, H M Queen, 622 
Masque of Poetry and Beauty, A, 399 
Masquerade, The, by Vera Bowen, 364 
Massine, L , 364 

Massmgham, H. W., 212, 217, 335 
Master Butldet, The, Lydia Lopokova in, 
475 

Mastennan, J. C., xii 
Mathematical Gazette, 133 n., 135 n , 

654 n , 655 n. 

Mathematical Pnre (Eton) : Junior, 19 ; 

Senior, 21, 30; Tomhne, 40 
Matisse, Henn, Keynes* comment Ott, 
250 

Maud, Sir John, 554 
Maurice, F. D., 69, 482 
Maxwell, Col, Terence, xiu 
May Committee Report, 438 
Mayor, R , 105 

Meade, Professor J. E., x, 433, 501, 533, 

535.557.587 







'^> byJ.„M.’Key»e*>' 

'^' '-' ' ’ . ' ' '' . 

' 'KLeyiipi oUf 2ii4 , 

;We?cte:>r^ Dr., 233-4,’315, b„ 394, 649 
'^‘Mdcliiorj Dr,’’, by J. M. -KeyRcs, 219, 
^232-^4, 256 
Menadir Club, 78 
MerC'^utilists, Keynes on, 480 
Mcr<pcr^s Craminar School, Keynes 
^' examines at, ^50 

Meredith, Ceorge, 77 w Orded of Richard 
F^tf^ely 28; ^ming (f ShagpaU 49 
Meredith, Professor H. O., xii, 94, 144 
Merivale, Dean Charles, 70 
Mcrivale, Judith Anne, 70 
Messel, Oliver, 622 
M<mx, X.ady, 212 
Michael, Grand Duke, 287 
Mill, James, 13 
Mill, J, S., 7, 13, 651, 655 
Alind, 138, 141 ji.; W. E, Johnson in, 
652 n. 

Adisanthrope, The, Lydia Lopokova in, 475 
Mend, Ludwig, Foundation, 399 
Monday Evenings. See Political Economy 
Club 

Money: Cambridge " Monetary 

Theory, 145, 325, 341. See aho Gold, 
Gold Standard, Currency, Exchange 
(foreign), Quantity Theory of Money, 
Indian Currently and Financej Tract on 
Adonetary Reform, Treatise on Adoiay, 
Finance and Industry, Committee of 
Inquiry, General Theory of Employment, 
Interest and Afon^, Clearing Union, 
Stabilisation Fund, International 
Monetary’ Fund 

Money Market, London, Keynes on, 164 
Monnet, Monsieur, 506 
Monopoly, Keynes on, 393 
Montagu, Erdwin, 60, 155, 241-2, 248, 
354 

Montagu-Nathan, M,, xii, 401 
Moore, G. E., 63, 66, 69, 75-81, 87, 93, 
1D4, 112, 113, 114, 125, 132, i39> i79» 
180, 181, 182, 214, 264, 651-2; 

Pfzncipia Ethica^ 75-8 ^ 113, 114, 651-2 ; 
Ethics, 78 n., 652 u.; Philosophical 

Studies, 112 ; The Nature md Reality of 
Objects of Percept^n, 112, 114, 652 
Moreton Hampstead, holiday in, 157 
Morgenthau, Henry, Jr., xiii, 498-9, 506- 
508, 514, 538, 577, 588-90, 596, C)89 
Moriey, John, 126 

Morrell, Lady OttoHne, 171, 2 to, 212, 
218 

Morrell, Philip, 212 
Morrison, Herbert, 485 


Moetimer,, ‘ ■ ■: 

Mosley, 'Sir Oswald, fai'vi ' 

' MountJtin 50, Tt%r 

jp , , 

Moyne^ Lord, I9i n. 

Moadey, J. K., 97 
Miller, Adolf, 600 
Muir, Ramsay, 334, 336 
** Multiplier the, 352, 434, 44 L 457 » 
508 

Mumby, A. N. L., xii, 483*4 
Munich, Keynes on, *485 
Murasaki, Lady, 186-7 
Murray, Gilbert, 337 
Murry, Middleton, 209 
Museum of Modern Art (N,Y,), 556 
Muspralt, Mrs. Max, 158 
Mutual Aid Agreement, Article VII, 
512-17, 533, 553, 593, 605, 612, 620, 
639-41 

Myers, Leo, 402 

Namier, L. B., Professor, 3150. 

Nathan, Signor, 202 
Nathan, Sir Matthew, 212 
Maori, 331-7, 338, 345-8, 354, 358-9, 371, 
373 374 - 7 . 379 - 8 i. 3 « 3 n-. 384-5. 

394-5. 398. 397. 398- aiso Mw 
Statesman and Nation 

National Debt, 492-3, See also Colwyn 
Committee 

National GalleTy, 225-C ; Keynes Trustee 
of, 517. 639 

National Health Service, cost of, 535 n. 
National Income Statistics, Keynes 
initiates, 491, 302-3 

National Mutual Life Insurance Com¬ 
pany, 289, 300-301, 481-2 
Nationalisation, 439; Keynes on, 355 ; 

of Road Transport, 641 
Nature, 137 n. 

Navy Department, U.S., views of, 587-90 
Ness, Norman, xiii 
Netherlands, Bank of, 289 
Neville, Anna (J. M. Keynes’ grand¬ 
mother), 6 

New College, anniversary celebration, 
577 

New Deal, American, 447-50 
New Economics, The, 453 n. 

“ New Order See Funk 
New Republic, 290 n,, 307 n. 

New Statesman, 335 

New Statesman and Nation, xiii, 397, 428- 

43L 43h, 43 S «•» 439» 44* 44^» 45f‘» 

477, 478 n., 4B2 n., 485, 488, 654 n, 
New Turk Times, 447, 430 
New Tork World, 307, 316 



immx 


fnm Bm %im 

H©w®pbi0ii CWil©^©, M®8f KL^yia^caat* a, 389 
4%, Kisifywes on, 4B4 
ISfijc©, conIbreiMse siojs 
J«ficoii, K^0iM**©«r, 6f^; Fmndm&ns of 
mi Jnimhofit ^56 n, 
l^icolfifon, Harold, 0iary of, 237-8 
Niooimn, M*t Harold, asB 
N>6l!*^ytr, Sir Otto, xii, xni, 202-3, 339 
Signor, 315 n» 3 % 

Nixon, Sir Frank, 219, 299 
Nocl-Baker, F,, X45 
Norman, Montagn, 385, 417-20, 490 
Hortjbckde, Lord, 223 
Norton, H T S, 108-10, 112, 114, 121, 
123, 147, 149, 188, 210, ai6, aiB 

“ Oitagon ”, 587-9 
O’Crorman, M , 589 n 
Ohhn, B , 397, 478 

Old Dog^j, Th© ', 489 
OUwr, Lord, 157 n« 

Ohvicr, the Miases, 157, 180, 227 
Olphert, W , 46 

On th Pronttery b> W 4 uden and 
C\ Isherwood, 485 

Opie, Red vers, xm, 511-12, 516, 526, 

54 '. 554 . 557 . 57^ 

Orkneys, the, vrsjt to, 132 
Output as a whole, Keynes on 4?3-5> 
455-60, 465 

Oxlord, VI, Chair of Political Economy 
at, (), c omparison with Cambridge, 9, 
55< 727 77’'8, 130-51, 322, Kevnes at, 
95. ' 32 . 138-4'. 154. 354 - 7 . 373. 378. 
427 , and “ Bloomsbury ’, 1B7 , and 
in Cambridge, Royal Comimsswm on, 
304 

Oxford and Asquith, Earl of, 171, 210- 
213, 215, 218, 223, 224, 226, 255, 265, 
287, 288, 3150, 357, 373, 375-8, 304, 
396, Romanes Lecture, 211 
Oxtord and Asquith, Countess of, 139, 

211, 212, 223, 224, 287, 378 
Oxford Economists, 447 
Oxford Idealists, 651 n 

Page, W, H , 205, 211 
Page, W M , xii, 56-57, 62, 65, 95, 122 
127 

Paish, Sw George, 201 
Palhs, A Am 52 

Papworth Village Settlement, Mrs 
Keynes connected with, 1 1 
Pans: deputation to, (1913), 201, 
(iqt?), 223, Peace Conference, 228- 
233, Keynes’ resignation from, 250- 

253 


Parker, Aiwyn, xtq xin, 

Fat^ament, prij^iosads that Keywesshonld 
stand for, ^95, 4B8 
Famell, Thomas, 643 ^ 

Parr, Revd. € K, 24 
partridge, Ralph, xiv, 189 m 
Partndge, Mrs Ralph, 1%, 209*10, 2t8 
Pasvoisky, Leo, xiu, 511, 528, 541, 567, 
577 

Patience, Demon, 66 
Paul, Humphreyv 51, 100, 149 
Payne, Humfry, 33 
Peace Conference See Paris 
Pearson, Karl, 154-5 
Pearson, L. B , 541 

Pembroke College, Cambridge, 157, 
J N Keynes Fellow of, 6, Geoffrey 
Keynes scholar of, 112 
Penrose, Alec, 304 
Perse School, Kindergarten, 10 
Perth, Karl of, xu 
Pethick-Lawrcnce, Lord, 573 
“ Phase II ’ See Stage H ” 

Phillips, Sir Frederick, 204, 488, 495, 
500, 506-7, 541, 547-8, 552, 554 
Philosophy, at Cambridge, 75-81 See 
uUo under Logic 
Picasso, P , 285, 402 
Picture-buying by Keynes, 180, 184, 
225-6, 402 

Pigou, Prolessor A C , xii, 107, no, j 11, 
121 n, 126, 127-8, 129, 1420, 145, 
146.15A 155,323,323,359,483". 
621 n , Professor of Economics at 
Cambridge, 143-4, Aur/yi tn Applied 
Economtes, 325 n 
Pilgrim Trust, 518 
Pipe-hne goods, 595-6, bio, 6n 
Planck, Professor M , 137, 653 
Planning, Keynes on, 192-3, 334 
Plato, Lawf^ 8i 

Plesch, I , XU, 479, 489, 495, 500, 6 ^9, 641 
Plumptre, \ L W , 433 
Political Lcoitomy Club, Keynes’ dub at 
Cambridge, 149-52, 327-30, 621 
Polmcal opinions of Keynes, 331-4 
Political Quartet 439 
Pop See under Lton 
Peculation, Keynes on, 328*30, 337 
Population, Report of Royal Commission 
on, 363 

Portugal, monelaiy agreement mlh, 505 

Post-war Credits See Deferred pay 

Potsdam Conference, 593 

Poxzo di Borgo, 180 

** P R,*% 299-300 

Pragmatism, 

Prefkbs, Keynes proposes, 346, 590-91 



^ '■ 1, ( **■* '*’? ' V? ^ ^ ^ •'f ‘ Vj' ^ ^ K < " * / *■' v)' /i ^ n'^ t ' ' , ‘ f '(^J-' / (i' ‘A I 'jj ^ i'*''^ ''^''' (Jm 'VV* 


/'W# 47^^? H. Ito'faSirtsdn 

’’ .'’I^iiA«f|, H, A-9 of Ktmth 

Miii n. 

IV»iia§f&«6f EthuOif by O. E. Moore, S^ 
Moore, G- E. 

PHtehard, Bavid, 289 

Probability: Keynes* work on theory of, 

133-4*.. *49^ *54. 15B, 
051-0; RaiOsey criticises Keynes on, 

m 

Ptobmliiy^ Treoim <w, by J. M. Keynes, 
7^5.1 1S5 *% 304, 339, 651-6 

Pr^bf, Granville, See under Hamilton 
Proctor, D., 536 n. 

Profit, Keynes on, 406-8 
Profit motive, Keynes on, 333, 356-7 
Protection. See Free Trade 
Provincial Insurance Company, 294, 300, 
301, 518, 639 

Public Utility Stock, Keynes' dealings in, 
448 

Public Works : Lloyd George on, 345; 
Keynes on, 345-53, 374, 392, 395, 413, 
417, 420-24, 441-2, 461 
Pump-priming, 417 
Purchasing power parity, Keynes on, 

3*3 

Furves, Chester, 160 

Purvis, Arthur, 506 

Pyrenees, the, holiday in, 126, 149 

Quantity theory of money, 326, 341, 

447 

Qjtart&ly Journal of Economics^ 325 n.; 

Keynes’ article in (1914), 199 
Quebec, meeting at, 587-9 
Queues, Keynes’ analysis of, 224, 493-4 
Quickswood, Lord, 496 

Raddiffe, G, R. Y., 371 
Raleigh, Lady, 84 n. 

Raleigh, Walter, 69, 83-4, nr, 227 
Ramsay, A. B., 41-2, A 320 m, 488 
Ramsey, A. S., 141, 320 
Ramsey, F. P., 141, 151, 159-60 n., 320- 
321, 3^5* 39®» ^53* ^53"^* Eoundations 
of Mathematicsy 653 n, 

Rapallo, holiday at, 316 
Rasminsky, L., 541, 553 
Rathbone, Eleanor, 493 n. 

Rationalisation, Keynes on, 383, 303 
Raverat, Jacques, 153 
Raverat, Mrs. (Gwen), 153, 402 
Raw materials, control of, Keynes on, 

3^3 


Lbrcii, ,®df;i '' '■ 

499.504 ' ' '' ' '/■* -■ 

Med Pottage, by Maar ■ ' 

f M* Keynes’ views'on, .24 . ^^ 
Refugees, Keynes as!*ist% 497 
Rendel, Mrs,, 169 , 

Reparations, German, it28«B4; Repara- 
tions Commisston (Paris), 235-^,* 
pensions and iscparation nfiowanccs* 
244‘‘5. i Keynes* views on, 254-%* 
309-12; Rcpai'ations<k3mmission (Par** 
manent), 306-7 

Republican, The, Springfield, Mass., 293 m 
Reserve Bank of India, 168 
Reserves, Keynes on use of, 313-14 
“ Responsibilities oi Empire essay on, 2 1 
Revision of the Treaty, A, 309-12 
Ricardo, D., 327, 348. 353, 466-7, 473, 
642 

Richards English Essay Prize, 38 
Richmond, H. W., 93 
lUding, 58, 160 

Rio dc Janeiro, Pan-American Confer¬ 
ence at, 539 

Rising, Keynes’ habit of late, 12, 138- 
J39. 30*. 

Ritchie, Lady, 176 

Ritchie, Philip, 187 

Road Fund, Keynes on, 438 

Robbins, Professor Lionel, xi, xiii, 426-7, 

557, 5S7, 

576-8, 608, 612, 641 

Robertson, Professor B. H., x, xii, 144, 
*45, 150, 3*5 **•, 323, 37**2, 4<»9- 

4*0, 434-5^, 45!2, 530-31, 554-5, 576, 
57”, 500, 621, 641; Banking Polity and* 
the Pnee Level, 372, 410 
Robinson, Professor E. A. G., x, xii, xiii, 
108 n., 121 n., 151-2, 15911., 160 n,, 
327. 433. 501-2, ^9; obituary notice 
of Keynes {Economic Journal), 108 n., 

121-2 n., 151-2, 433 

Robinson, Mrs, (Joan), x, 160 n., 433, 

45 * > 4^0; Economics of Imperfect Com¬ 
petition, 160 n. 

Rockefeller Foundation, xi 
Rome, 147 ; holiday in, 294 
Ronald, Nigel, 557, 576, 577 
Roosevelt, President F. D., 445-50, 447, 
509-10, 516, 554, 573, 587; descrip¬ 
tion of, 20; re-elected 1940, 504; ■ 
re-elected 1944,591; death, (1945), 592 1 
Roosevelt, Ml’s. F, B., xiii | > 

Roquebrune, holiday at, 169 ^" 

Rose, A., xii, 160 
Rosenbaum, E., 497 
Rosa, Sir Bavid, 78 n. 





Wpiatm, 153 

*55 

iU»iri«(({»t8t^ 38 , 39, 40J atCam- 

W%*“. # 

Ecw^tiw family, 

Royal Cpnwmmon m, tndmn Finamce 
and Cnmatcy: K^ytaca member of, 
l6^*yi, anoexe by Kcynca on State 
Bsmk, i66«B 
Royal) holiday at, 486 
Rueff, Monsienir, 3^7 
RiiOOTjan, l*ady (formerly Mrs Walter), 
an 

Runaman, Steven, 3^2, 400 
Rimaman, Walter, an, 317, 332, 447 
Rupee, problem of, 146, 163-71 
Russell, Mrs. (Alys), 118 
Russell, Bertrand, 63, 75, 97^ *32* ^ 34 -% 
137-8, 161, X71, 213 , 320, 321, 651, 
^53-6 , Pnnapia Mathematics, 320, 651- 
654 

Russia* proposal to send Keynes to, 
a 16) visit to (1925), 363; visit to 
(1928), 394» visit to (1937), 47S» 
Keynes’ views on, 365, 450-51 
Russian Ballet, ix, xm, 307-8, 364-5, 399, 
622 

Russian delegation at Bi^etton Woods, 
580-82 

Ruthm Castle, Keynes at, 479 
Ryan, John, xi, 385 
Rye, holiday at, 1 25 
Rylands, G. H. W, xii, 319-20, 400, 401, 
473-4 

Rylands labrary, 92 
Sachs, A., xiu 

Sackville-West, Kdward, 187, Sifnpsm, 
187, A Flmm tn Smdtgkt, 187 
Sackvillc-Wc«t, Vita^ See Mrs Harold 
Nicolson 

St. Bernard ofCluny, 41, 96 
St Faith’s Preparatory School, 10, 12-13 
Sl Ficrre, disaster at, 53 
Salant, W S , xii, 508-9 
Salisbury, home of J. M. Keynes* grand¬ 
father, 6 

Salisbury, 4tb Marquess of, 619 
Salisbury, 5th Marquess of, 619 
Salisbury Flam, holiday on, jbo 
Salter, Sir Arthur, 439 n , 489 
Samuel, Lord, 395, 537 
Sanger, C. F., 61, 98, 125, 398, 654 n. 
Santa Marghenta, 31b 
Sargant-Florencc, Miss Alix, See Mrs, 
James Strachey 

Sargani-Florcnce, Professor F*, 145 


% 

Sargem, J. R,, ^ «77 n, ' ^ 

Savannah, at, $87, 625-239 

Savings^ Keynes on, 331^2 
Savmgs and Invesnnmt^ 353, ssa-'b, 37a, 
404-13, 416-17, 422-3, 433-5, 

490-91 

Saye and Selr, Lord, x 57 
Saylc, C, 65 

** Scarce currency ” clause, 543-48, s65i 
$71-2 

Schacht, Dr, 394 

Schachtian ” policy, Keyn^ On, 513, 
525-6, 531, 594 
Schiller, F* G , u6 
Schultz, H-, 145 

Scope and Mediod of Pohltcd by 

J. N. Keynes, 10 
Scotland Yard, basement of, 501 
Scott, C. P., 307 
Scott, Edward, 334 
Scott, F. C., xii, 497 n 
Scott, Geoffrey, 118 
Scraping the bottom of the barrel ”, 

498-504 

Securities Management Trust, 419 
Self, Sir Henry, 589, 599 
Senhouse, Roger, 187 

Scttignano, visit to, 118, 157 ^ 

Sex questions discussions of, 180-82, 
at Liberal Summer School, 362-4 
Shackle, G. L 8,13 
Shackle, R J , 557 
Shackle, R W, 13 
Shantung Settlement, 282 
Shaw, G Bernard, no-n, 181, 401, 

450, 462 

Shenandoah Valley, Keynes visits, 556 
Sheppard, Sir john, xi, xn, 66-8, 93-4, 

96, 97, 109, Ml, 112, 147, 149, 160, 

186, 192, 209, 216, 217, 338, 508, 643 
Sfmt Vuw of RusstOi A, by J, Keynes,. 

365 

Shove, Gerald, 131, 145, 147, 148, 157, 

160. 187, 484 
Sicily, iiohday m, 157 
Sidgwick, Arthur, 72 
Sidgwick, Henry, 2, 25, 4$, 7 L 75 > 

117, 121 u, 172, 602, 651, Methods sf 
Ethics, 76, Memoir, 115-17 
Sidgwick, Mrs Henry, 3, 72 
Sidney Ball Lecture, 354-7 
Sidney-Turner, S , xii, 81-2, 218 
Siepmann, H, 231 
Simon, Viscount (formerly Sir John), 

211 

Simon of Wythensbawc, Lord, 334 
Smclair, Sir Robert, 589 
Singer, H W , 497 



mi ' JOHN maynarh reY'Nbs 


SStAiixliSkaxi, Redoes otii 346, 33^^ 333, 

.44^ 

Mvm\ Sir Ofttet, asS, s®7 

$db 0 di> Sittt(ients of, 209-10, 212 
Skipin^ The^ 622 

JMmess, The^ 308, 364, 822 
SlHJup, world, 398; Keynes on avoid- 
mace of (1936), 478 

Smith , Adam, 327,353,367,466-7,483-4, 

609 

Smith, A. H., 66 
Smith, Ben, 589 

Smith, Charles, Master of Sidney Sussex 
College, 14 
Smith, Harold, 504 
Smith, Hindley, 402 
Smith, Logan Pearsall, 118 n. 

Smuts, Field-Marshal j. C., xi, xii, 244- 
245, 248, 251, 252, 254, 260, 265, 288 
Snowden, Philip, 212, 3/5 3593 397 

Social insurance, variations in contribu- 
tions, 535-^ 

Social Services: Keynes on increase in, 
399 ? 535 ; Beveridge Plan, 534-5 
Socialism, Kevnes’ altitude to, 333-4, 

362, 439, 461 

** Society, The ” See under Cambridge 
Sotrdes de Pans, 364 

“ Some Economic Consequences of a 
Declining Population”, by J. M. 
Keynes, 478 

Sorley, Professor and Mrs., 68 
Spain, King of, 399 

Speculation, theory of, 303; practice of, 
288, 294-304 

Spenser, Edmund, Complaints, 556 
Spe^va, 308 

Sprague, O, N, W., 3150. 

Sprott, Professor W. J. H,, xn, 187, 304, 

m 

^affa, P,, X, 315 n., 433, 435, 484, 497 
Stabilisation Fund, 539 ; American pro¬ 
posal for, 541, 543-55 ; compared with 
Clearing Union, 545-55 ; Washington 
conference on, 555-72, question of 
” Passivity ”, 562-3, 570, 634-5, 572- 
373 

** Stage 11 ” negotiations, 5B6-91 
“ Stage III ”, preparations for, 592-7 
Stalin, J., 450 

Siabn-'Wdls Talks, Keynes' contribution 
to, 450 

Stamp, Lord, 340, 426, 439 n,, 488 n., 
501 

Stamped money, Keynes on, 459 
Standon, Beckett, 650 
State Department, The, 510-17, 526, 569, 
57 L 594 t 595 » 599 


Jfmmf 0/ ^ 

ICeynci* corttrov^y i34^§, $40 
477; **11ie Principal Avtr?^ »n4 
the taws of Error ” M^hidh lead to them# 
*55 

Statistical Society, Royal, €24 
Stai»stic!s, diploma in, Keynes cm, 624 
Steer, Wilson, 153 
Stephen, Adrian, 172-3, 178 
Stephen, Mrs. Adrian, 118, 153 
Stephen, Leslie, 172-3, 180 
Stephen, Thoby, 81-2, 172-3 
Stephen, Vanessa. See Mrs. Clive Bell 
Stephen, Virginia. See Mrs, Woolf 
Stephens, Mrs., xiv, 479, 500 
Sicrlmg balances, 574, 593*4, 6 o 64 , 615, 
642 

Sterling convertibility, 594, 605-6, 642 
Stettinius, E. R., 590 
Stewart, Walter, xiu, 505 
Stockholm, visit to, 47B 
Stock-piling, 485 
Stone, Richard, xii, 502-3, 535 
Sirachey, James, x, 109, no, 114, 119-21, 
147, 149, 176 n., 187, 209, 210, 21T, 
212, 215, 227, 309 
Strachey, Mrs. James, 209, 309 
Strarhev, Lady, 82-3, 176 n. 

Strachey, Lytton, x, 32, 68, 69, 76, 8i- 
92, 93, 9911., 100, loi, 102, 104, 106, 
107-16, tiH, 121-7, 130-31, 147, 154, 
157, i6r, 171, 176-8, 179, iBo, 184* 
186, 188, 189, 191, 194, 200^ 210, 211- 
216, 218, 290, 306, 337, 373, 508, 6t>i, 
643; Eminent Vtciortans, 115, 131, 188, 
211 ; Queen Victoria, 290 
Strachey, Miss Marjorie, xii 
Strachey, Oliver, 218 
Strachey, Mrs. Oliver, 118 
Strachey, Miss Pemel, xii 
Strachey, Miss Philippa, xii, 112, 120, 125 
Strachey, Sir Richard, 83, 86-7 
Strakosch, Henry, 288 
Strong, Benjamin, 120, 413 
Study of Industrial Fluciuahmi^ A, by D. H, 
Robertson, 371 
Siurge, Mary, 155 
Subsidies, Keynes recommends, 493 
Suffrage, Women's, 363; J. M, KeyneS 
acts as steward at meeting, 125 
Sumner, Lord, 235-7, 238, 240, 241'*53 
Sunday Times, 306 

Supreme Economic C 3 oum i! (Paris), 
234-5 

Supreme War Council, ^32 
Surtax, Keynes on, 393 
Svenska Handelsbanken IndeK, 399 
Swedish Academy of Science, 354 





$i*«ikt*»sfc» €Jeii§5ft!, mt 

Swiwf*fc1Nil^» % W.> lai, 51-3,4®, 5®, 

f5» m» t(^s HO, 113- 

f A *#, *6i 

Swsla5«jrlaSci, liOli<lay« iM, 4a, 95, 105*6 
308 

Tavshiti, L., 433 

Tfttc cillery, 19! 

Taitmall, JUncoln, 384 
Taviitock, holiday at, 348 
Tawn^, R. H*, 374 

Taxation and inflation, Keynes on, 318; 
and the National Debt, see Colwyn 
Committe© 

Taylor, Cecil, 149 
Taylor, J, Frater, 4^*4 n. 

Ttxinyson, Alfred, 69 
Thompson^McCausland, L., 505, 557 
Thomson, Logan, 386, 573 
Thrift, Keynes on, 405-9 
Tidmarsh, Berics, 218 
Tilton, J. M. Keynes’ house at, 6, 217, 
386, 389, 479» 4flL 496. 575> 641-3, 
649-50 

Time, J. M, Keynes on the nature of, 61 
Times, The, 154, 166, 243, 288, 292, 307, 

347» 359. 394. 39^. 43*. 44^4*. 447 n., 
450,478,479,485,486,488,489,490 n. 
Tims Literary Supplement, The, 1740., 483-4 
Tintagel, holiday at, 21, 36 
TiUic question, the, 371 
Tobey, C. W., 578 
Tolier, Ernst, 450 
Tomlin, Stephen, 187, 189-91 
Tomlinc. See Matliemaiical Prize 
Torby, Countess, 287 
Tottenham Town Council Restaurant, 575 
Towers, O, F., 541 

Tract on Monetary Reform, byj* M. Keynes, 
3*3. 325. 339-45. 4*0. 4*2 
Transfer problem, Keynes on, 276-80, 397 
Transport, Road, Keynes on Nationalisa¬ 
tion of, 643 

Treasury, British, xj, 644-45; Keynes’ 
work for, 195-7 » Keynes a member of 
(*9*5'*9)» 201-53; Division, 

203, 218-20, 229, 233, 234, 299; esti¬ 
mate of Keynes’ work in, 202-3, 2*^6- 
208; Treasury view on public works, 
352; iKJte issue, 394; White Paper on 
public works, 396; evidence to Mac¬ 
millan Committee, 420-23; Keynes 
associated with, 497-643; responsible 
tor Arts Council, 520; on (Clearing 
Union, 528-30 

Treasury, U»S., 247, 595; Keynes’ work 
at, 5«>5‘*4 


TmUm Mmgfjf by J, M* Keyshci, ^9^ 

306,4<»».ra, 4aaT3, 439 - 3 ,437.44«4 473 
IVvelyati, G. M4 *K, 99-too, 964, 375, 
647 f 

Trevelyan, R, G,, 125 
Treves, 232 

Trinity College, Cambridge, 43*^4> 
cemviri, &; Essay Society, 68 J 
Midnight Society, 82; Keynes Dire«v 
tor of Studies in Economics at, 15b 
Tripos in Economics at Cjtunforidge, 144^ 
*45 

Trotsky, L., 373 
Trouton, R., xii, 219, 299, 448 
Truman, President, 595, 6! i 
Truro, Keynes at, loi 
Trustee Acts, 347-50 
Tuesday Club, xiv, 220, 323 
Tulloch, A. A. G., 424 n, 

Tunis, holiday in, 157, 304 ' 

Turner, J. R., 44, 46 
Tmlfth Night, Lydia I^opokova m, 4751^^ 
Two Memoirs, by J. M. Kevnes, 78 n,, 

189 m, 233-4, 317 n., 471, 651 
Tycrman, Donald, 490 
Tyrrell, W. G., 238 

U.N. Commission and Sub-GommissiOn 
on Employment and Economic Sta-* 
bility, 568 

Unemployment: Keynes* views on work 
for unemployed, Aug. 1914, 199; 
Keynes on, 314, 345-53, 361-2, 376, 

I 4*>4H3. 453-6*. 472 

Unemployment as a World Problem, 437 
Union Society. See Cambridge 
Unitas, 562-3, 572-3. 635 
' United States: American civilisationy 
4-5 : Keynes’ mi.ssion to, during First 
World War, 221-2 ; rejection of Peace 
Treaty, 282, 312; Keynes’ visit to, 
(i93‘) 437-8. (1934) 448-50, (1941) 
505-14, (1943) 555-73, (1944 (0) 575- 
585? ('944 (a)) 586-91, (1945) 597- 
616, (1946) 625-39; Keynes’ influence 
on finance of World War II, 493 
United States loan to Britain, 596^20, 
636, 638 

University College, London, J. N. 

Keynes at, 6 

Unlimited Liability ”, feature of Clear¬ 
ing Union, 542-3 

U.N.R.R.A., 593, 598; Keynes’ views 
on, 533 

Valois, Nmettc de, 402 
Vaughan-Williams, 402 
VE-Day, 592 



iv.-' ’( UAWAiiP 


|WWdiy ^t, 148^ tCfynm 
^ m$^ 90 i; Ti?eaty 0C a*5» 

. |Bf%i#i»^ v^km on, 354-84 

^ym^Q.mtn,s>7AHn. 

' <Vfc.^dto BaUet, 475, 485 
Vlowm, holiday in, idi 
Vinier,, Pirolfessot Jacob, xm, 538, 639 
Vl8aM?5»^g, Br„ 55%, 325 
Vljhip^y, 595 

Vfeion^ ^*cf Justice F. M,, xui, 579-Bo, 
59B, 599, 604, 611, 616, 625-39 

Wage rates, and return to Gold Standard, 
359-62; and Free Trade, 424-6, and 
Uticmployment, 454-5, 457 
Waldfi^tem, Jjord and Lady, 2 1 1 
Waiey, Arthur, 186 
Waley, Str David, xn, 557 
Wall Game (Eton), 2j, 37-8, 44-5, 46-7, 
9^ 627 

Wall Street, collapse of, 398 
Wallace, Henry, 599 
Wallas, Graham, 290 
War, First World, 78, 195-228 
War, Second World, 487-595, Ktynes’ 
contribution to finance of, 492-4 
War aims, 509-10, Keynes on, 489, 503- 

505 

War and the Financial System^ August 1914, 
by J. M Keynes, 197 
Warbuig^ Paul, 315 n 
Ward> Dudley, xii, 200, 203, 219, 227, 
231, 240, 299 
Ward, James, 129 
Washington Cathedral, Memorial 
Service, 644 

Washington Disarmament Conference 
(1921), 307 

Wc can Conquer Ikaemphyment, 395 
Webb, Geoffrey, xu 
Webster, Sir Charles, xu, 162 
Wedding, Diamond anniversary, Di 
and Mrs J N. Ke>Ti< s, 11 
Weekly Westminster^ 336 
Wells Cathedral, sermon at, 160 
Wells, H. G , 147, 438, 450, Utopia, 106, 
Work, Wealth and Happiness of Mankind, 

438 

Westminster Abbey, Mcmonal Sc rvirc, 

643 

Westminstei Gazette, Pigou*s article m, 155 


IHE 


Whurf, n>e, !S-««Ki« *(# 

Wbeeter. L. A.* isSS 
WWte, Hwry) 5»*?, 
s€6. !fi 9 , 577*8* 581, jpgjs, 

637 

White Plan, the, 537-41. Stu/fie 
StabSli^atioti Fuw 

Whitehead, A N., 69, 75, 76^ 9I6-7, 5|«7*- 
laS. 139, 133.5, *38. >4°. ‘>84> 

654 n*; Fme^pia Mathmatlm^ nSli 
634 

Wicltsell, Knut, 211 m, 409 
WilUams, Professor J. H, xi% 553,31$ ti* 
Wilhams, O. G, 100 
Willita, J H , xiii 

Wilson, Woodrow, 115, jB6, 215, 

241, 244-8, 250, 2561-61, 267, tmi 
description of, 20 
Winant, J G , 505 

Winchester College, 394, anniversary 
celebration, 577 
Withers, Sir John, 4B8 
Wittgenstein, L, 81, 161-2, 320; 

tus Lo^co-Pktlosophtcus, 320 
Wodehoust, P G , 66 n 
Wolcott, J. P, 578 

Wooli, 1.2;onard, xii, 58, 61, 69, 115, 

178, 186, 210, 217, 337, 642-3 
Woolf, Mrs. (Virginia), 61, 157, 772-8, 
180-82,186, iqi, 194, J17,337,369; 
Pfight and Day, 173, The Waves, 182, 
184 

Wordsworth, W, 482 
World Economic Gonf<n*ence, 402, 441- 
442, 445-7 

Wrangler, Keynes i2th, 103 
Wnght, D McCord, xiu 
Wright, H., 397 
Wright, Ci , 437 n 
Wnnch, Dorothy, 137 
Wycombe Abbey School, 52, 96 
W>'ndham, George, 227 

Yale, celebration, 578 
Young, Professor AUyn, 293*4, 312 
Young, Mrs Allyn, xin 
Youngj Edward Hilton, See Lord 
Kennet 

Young, Geoffrey Wmthrop, xu, xiii, 

49, 105-6, 126 
Young Plan, the, 397 
“ Young Turks ” at King’s College, i$a 



PRINTED BY R. a R CLARK, LTD , EDINBURGH 





DELHI POLYTECHNIC 


LIBRARY 

I CLASS NO. ^ ^ 

BOOK NO. It 4“ 7 ^ 
ACCESSION NO. & > 


XVI 17 -^ I M-V» xooo 




